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Presidential  Documents 


Title  3— THE  PRESIDENT 

Executive  Order  10897 
authorizing  the  secretary  of 

STATE  TO  PRESCRIBE  RULES  AND 
REGULATIONS  RELATING  TO  THE 

FOREIGN  SERVICE  RETIREMENT 
AND  DISABILITY  SYSTEM 

By  virtue  of  the  authority  vested  in  me 
by  section  303  of  the  Foreign  Service  Act 
of  1946  (60  Stat.  1002;  22  U.S.C.  843), 
and  section  202  of  the  Revised  Statutes 
(5  U.S.C.  156),  it  is  ordered  as  follows; 

I 

Section  1.  The  Secretary  of  State  is 
hereby  authorized  to  exercise  the  follow¬ 
ing-described  authority  of  the  Presi¬ 
dent: 

(a)  The  authority  vested  in  the  Presi¬ 
dent  by  section  801(a)  of  the  Foreign 
Service  Act  of  1946  (22  U.S.C.  1061(a)) 
to  prescribe  rules  and  regulations  for  the 
maintenance  of  the  Foreign  Service  Re¬ 
tirement  and  Disability  System. 

(b)  The  authority  vested  in  the  Presi¬ 
dent  by  section  803(c)  (1)  of  the  Foreign 
Service  Act  of  1946,  as  amended  (22 
U.S.C.  1063(c)(1)),  to  prescribe  regula¬ 
tions  governing  the  participation  of  cer¬ 
tain  Foreign  Service  staff  officers  and 
employees  in  the  Foreign  Service  Retire¬ 
ment  and  Disability  System. 

(c)  The  authority  vested  in  the  Presi¬ 
dent  by  section  881(a)  of  the  Foreign 
Service  Act  of  1946,  as  amended  (22 
U.S.C.  1116(a) ),  to  prescribe  regulations 
governing  the  deposit  of  voluntary  con¬ 
tributions  into  the  Foreign  Service  Re¬ 
tirement  and  Disability  Fund. 

Sec.  2.  Executive  Order  No.  9941  of 
March  26,  1948,  is  hereby  superseded. 

Sec.  3.  This  order  shall  be  effective  as 
of  October  16, 1960;  and  the  Secretary  of 
State,  in  his  discretion  and  consistent 
with  law,  may  make  rules  and  regula¬ 
tions  issued  pursuant  to  section  1  hereof 
effective  on  or  after  that  date. 

Dwight  D.  Eisenhower 

The  White  House, 

December  2, 1960. 

IF.R.  Doc.  60-41357;  Filed,  Dec.  2,  1960; 

3:06  p.m.] 


Executive  Order  10898 

ESTABLISHING  THE  INTERDEPART¬ 
MENTAL  HIGHWAY  SAFETY 
BOARD 

By  virtue  of  the  authority  vested  in  me 
as  President  of  the  United  States,  it  is 
hereby  ordered  as  follows: 

Section  1.  (a)  For  the  purpose  of 
providing  Federal  leadership  and  guid¬ 
ance  of  existing  and  future  official  activ¬ 
ities  that  affect  the  safety  of  travel  on 
public  streets  and  highways  and  to  estab¬ 
lish  a  coordinated  traffic  safety  program 
for  Federal  agencies,  there  is  hereby  es¬ 
tablished  the  Interdepartmental  High¬ 
way  Safety  Board,  hereinafter  referred 
to  as  the  Board. 

(b)  The  Board  shall  have  as  members 
the  following ; 

(1)  The  Secretary  of  Commerce,  who 
shall  be  the  chairman  of  the  Board. 

(2)  The  Secretary  of  Defense. 

m3)  The  Postmaster  Ge  neral. 

(4)  The  Secretary  of  Health,  Educa¬ 
tion,  and  Welfare. 

(5)  The  Chairman  of  the  Interstate 
Commerce  Commission. 

(6)  The  Administrator  of  General 
Services. 

(c)  Each  head  cf  agency  referred  to 
in  subsection  (b)  may  provide  for  an 
alternate  member  who  shall  serve  as  a 
member  of  the  Board  in  lieu  of  the  regu¬ 
lar  member  representing  the  agency 
when  such  regular  member  is  unable  to 
attend  any  meeting  of  the  Board;  and 
any  alternate  member  shall  while  serving 
as  such  have  in  all  respects  the  same 
status  as  a  member  of  the  Board  as  would 
the  regular  member  in  whose  place  he  is 
serving. 

(d)  Three  members  of  the  Board  shall 
constitute  a  quorum  thereof. 

Sec.  2.  The  functions  and  duties  of 
the  Board  shall  be  as  follows: 

(a)  To  provide  leadership  to,  and  to 
coordinate  the  traffic  safety  aspects  of 
programs  carried  on  by,  the  departments 
and  agencies  of  the  Federal  Government. 

(b)  To  evaluate  the  continuing  needs 
in  traffic  safety  research  and  to  formu¬ 
late  plans,  priorities,  and  programs  for 
the  conduct  of  or  for  assistance  to  the 
most  urgently  needed  research  through 
departments  and  agencies  of  the  Federal 
Government. 

(c)  To  consult  and  cooperate  with 
State  and  local  officials  having  a  public 
responsibility  for  traffic  safety  and  their 
national  associations,  with  the  motor 


vehicle  industry,  and  with  other  related 
interests,  in  the  development  and  im¬ 
provement,  and  particularly  in  the  ap¬ 
plication,  of  traffic  safety  standards  in 
areas  such  as  uniform  traffic  laws,  en¬ 
forcement  practices,  accident  records, 
driver  licensing,  motor  vehicle  equip¬ 
ment  and  inspection,  traffic  engineer¬ 
ing.  and  safety  education. 

(d)  To  conduct  continuing  studies  of 
national  traffic  safety  needs  as  they  re¬ 
late  to  legislative  and  administrative  ac¬ 
tions  by  the  Federal  Government,  and 
to  report  thereon. 

(e)  To  perform  such  other  functions 
and  duties  as  the  President  may  direct 
to  coordinate  more  effectively  the  pol¬ 
icies,  programs,  and  functions  of  the 
departments  and  agencies  of  the  Fed¬ 
eral  Government  relating  to  traffic 
safety,  including  accident  reporting,  and 
to  insure  an  orderly  relationship  among 
Federal,  State,  and  local  traffic  safety 
programs. 

Sec.  3.  Consonant  with  law,  each 
agency  represented  on  the  Board  shall, 
as  may  be  necessary  for  the  effectuation 
of  the  purpose  of  this  order,  furnish  as¬ 
sistance  to  the  Board  in  accordance  with 
section  214  of  the  act  of  May  3,  1945,  59 
Stat.  134  (31  U.S.C.  691).  Such  assist¬ 
ance  may  include  detailing  employees  to 
the  3oard,  one  of  whom  may  serve  as 
Executive  Officer,  to  perform  such  func¬ 
tions,  consistent  with  the  purpose  of 
this  order,  as  the  Board  may  assign  to 
them. 

Sec.  4.  The  Board  shall  be  advisory  to 
its  individual  members  and  to  other 
heads  of  executive  agencies;  and  this 
order  shall  not  be  construed  as  sub¬ 
jecting  any  agency,  officer,  or  function 
to  its  control.  The  President’s  Com¬ 
mittee  for  Traffic  Safety  (provided  for  in 
Executive  Order  No.  10858  of  January 
13,  1960)  shall  serve  as  consultant  and 
advisor  to  the  Board. 

Sec.  5.  The  Board  shall,  from  time 
to  time,  submit  reports  to  the  President 
on  the  national  progress  in  traffic  safety. 
The  first  such  report  shall  include  de¬ 
terminations  of  the  status  of  Federal 
legislative  and  administrative  needs  in 
the  several  areas  of  traffic  safety  and 
recommendations  for  executive  or  legis¬ 
lative  action. 

Dwight  D.  Eisenhower 

The  White  House, 

December  2, 1960. 

IF.R.  Doc.  60-11358;  Filed.  Dec.  2,  1960; 

3:06  p.m.) 
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Rules  and  Regulations 


Title  7— AGRICULTURE 

Chapter  I — Agricultural  Marketing 

Service  (Standards,  Inspections, 

Marketing  Practices),  Department 

of  Agriculture 

SUBCHAPTER  A — COMMODITY  STANDARDS  AND 

STANDARD  CONTAINER  REGULATIONS 

PART  33— EXPORT  APPLES  AND 
PEARS 

Subpart — Interpretative  Rules 

Apples  and  Pears  for  Processing 

In  accordance  with  the  provisions  of 
section  3  of  the  Administrative  Proce¬ 
dure  Act  (5  U.S.C.  1001-1011),  an  inter¬ 
pretative  rule  is  hereinafter  promulgated 
relevant  to  terms  “apples  for  processing” 
and  “pears  for  processing”  in  §  33.12 
(c)  and  <d)  of  Part  33 — Export  Apples 
and  Pears  (the  revised  regulations  in 
effect  under  the  Export  Apple  and  Pear 
Act  (7  UJS.C.  581-589). 

The  purpose  of  the  rule  is  to  make  it 
clear  that  the  intent  of  the  exception 
for  apples  and  pears  for  processing  set 
forth  in  §  33.12  is  not  to  facilitate  the 
export,  ostensibly  for  processing,  of  these 
fruits  which  were  packaged  for  distri¬ 
bution  in  export  in  fresh  form  which 
have  failed  to  meet  the  minimum  of 
quality  established  for  these  fruits  for 
such  distribution.  It  is  believed  that 
the  rule  will  promote  uniform  applica¬ 
tion  of  the  provision  with  respect  to  the 
certification  for  export  of  apples  and 
pears  for  processing. 

The  interpretative  rule  is  issued  under 
a  new  subpart  headed  “Interpretative 
Rules,”  and  reads  as  follows: 

§  33.50  Apples  and  pears  for  process¬ 
ing. 

The  terms  “apples  for  processing”  and 
“pears  for  processing”  as  used  in  §  33.12 
of  this  part  apply  only  and  are  restricted 
to  packages  of  apples  or  pears  which 
were  originally  packaged  for  processing 
and  marked  “Cannery”  as  required  by 
§  33.12  (c)  and  (d)  of  this  part.  Pack¬ 
ages  of  apples  or  pears  not  so  originally 
packaged  and  marked  are  not  eligible 
for  certification  as  “apples  for  process¬ 
ing”  or  “pears  for  processing”  for  pur¬ 
poses  of  this  part. 

Dated:  December  1,  1980. 

Floyd  F.  Hedlund, 
Deputy  Director,  Fruit  and  Veg¬ 
etable  Division,  Agricultural 
Marketing  Service. 

JF.R.  Doc.  60-11314;  Filed,  Dec.  5,  1960; 

8:55  a.m.| 
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Chapter  IX — Agricultural  Marketing 

Service  (Marketing  Agreements  and 

Orders),  Department  of  Agriculture 

|  Lemon  Reg.  874,  Amdt.  1] 

PART  953— LEMONS  GROWN  IN 
CALIFORNIA  AND  ARIZONA 

Limitation  of  Handling 

1.  Pursuant  to  the  marketing  agree¬ 
ment,  as  amended,  and  Order  No.  53, 
as  amended  (7  CFR  Part  953) ,  regulating 
the  handling  of  lemons  grown  in  Cali¬ 
fornia  and  Arizona,  effective  under  the 
applicable  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.S.C.  601  et  seq.;  68  Stat. 
906,  1047),  and  upon  the  basis  of  the 
recommendation  and  information  sub¬ 
mitted  by  the  Lemon  Administrative 
Committee,  established  under  the  said 
amended  marketing  agreement  and  or¬ 
der,  and  upon  other  available  informa¬ 
tion,  it  is  hereby  found  that  the 
limitation  of  handling  of  such  lemons 
as  hereinafter  provided  will  tend  to  effec>- 
tuate  the  declared  policy  of  the  act. 

2.  It  is  hereby  further  found  that  it  is 
impracticable  and  contrary  to  the  public 
interest  to  give  preliminary  notice,  en¬ 
gage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
amendment  until  30  days  after  publica¬ 
tion  hereof  in  the  Federal  Register  (60 
Stat.  237;  5  U.S.C.  1001  et  seq.)  because 
the  time  intervening  between  the  date 
when  information  upon  which  this 
amendment  is  based  became  available 
and  the  time  when  this  amendment  must 
become  effective  in  order  to  effectuate  the 
declared  policy  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended,  is  insufficient,  and  this  amend¬ 
ment  relieves  restriction  on  the  handling 
of  lemons  grown  in  California  and 
Arizona. 

Order,  as  amended.  The  provisions  in 

paragraph  (b)(1)  (i),  (ii)  and  (iii)  of 
§  953.981  (Lemon  Regulation  874,  25  F.R. 
11205)  are  hereby  amended  to  read  as 
follows: 

(i)  District  1:  Unlimited  movement; 

(ii)  District  2:  Unlimited  movement; 

(iii)  District  3:  Unlimited  movement. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 

601-674) 

Dated:  November  30,  1960. 

Floyd  F.  Hedlund, 
Deputy  Director,  Fruit  and  Veg¬ 
etable  Division,  Agricultural 
Marketing  Service. 

| F.R.  Doc.  60-11313;  Filed,  Dec.  5,  1960; 

8:55  a.m.] 


Title  14— AERONAUTICS  AND 
SPACE 

Chapter  II — Civil  Aeronautics  Board 

SUBCHAPTER  B — PROCEDURAL  REGULATIONS 

(Reg.  No.  PR-43] 

PART  300-^PRINCIPLES  OF  PRACTICE 
OF  CIVIL  AERONAUTICS  BOARD 

Hearings 

December  1, 1960. 

Adopted  by  the  Civil  Aeronautics 
Board  at  its  office  in  Washington,  D.C., 
on  the  1st  day  of  December  1960: 

On  March  18,  1960,  the  Board  issued 
a  notice  of  proposed  rule  making,  Docket 
11221,1  proposing  various  amendments 
to  Part  300,  the  Board’s  principles  of 
practice,  and  Part  302,  the  Board’s  rules 
of  practice  in  economic  proceedings. 
This  rule  making  proceeding  was  insti¬ 
tuted  as  a  result  of  the  Board’s  opinion 
in  the  New  York-San  Francisco  Non¬ 
stop  Service  Case,  Docket  9214,  which 
was  adopted  on  November  19,  1959.  In 
that  decision  the  Board  stated  that  in 
view  of  the  various  problems  of  inter¬ 
pretation  and  application  of  the  Board’s 
Principles  of  Practice,  which  became  ap¬ 
parent  during  that  proceeding,  the 
Board  would  undertake  a  prompt'  rule 
making  re-examination  looking  toward 
modification  and  clarification  of  its  reg¬ 
ulations.  In  the  notice  of  proposed  rule 
making  the  Board  proposed  the  follow¬ 
ing  amendments  to  Parts  300  and  302: 

1.  Define  “private  communications.” 

2.  Define  “on  the  merits.” 

3.  Establish  guidelines  as  to  what  con¬ 
stitutes  improper  solicitation. 

4.  Establish  at  what  stage  the  rules 
concerning  improper  attempts  to  in¬ 
fluence  become  applicable. 

In  addition  to  these  specific  issues, 
the  notice  of  proposed  rule  making  also 
contained  a  general  clause  inviting  sug¬ 
gestions  as  to  other  improvements  of  the 
Board’s  rules  concerning  ethical  prac¬ 
tices. 

Comments  and  suggestions  in  re¬ 
sponse  to  the  notice  have  been  received 
from  49  C.A.B.  practitioners  (Practi¬ 
tioners)  who  responded  as  a  group,  and 
from  several  air  carriers  and  individual 
practitioners.  The  Board  has  reviewed 
these  comments  and  suggestions  and  due 
consideration  has  been  given  to  all  rele¬ 
vant  matters  presented. 

The  most  comprehensive  comments 
and  recommendations  were  those  sub- 

1  25  F.R.  2436. 
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mitted  by  the  Practitioners  which  gen¬ 
erally  cover  but  go  beyond  the  scope  of 
the  specific  issues  raised  by  the  notice. 
The  comments  relating  to  the  specific 
issues  raised  by  the  Board’s  notice  are 
generally  favorable  to  the  Board’s  pro¬ 
posed  revision  of  Part  300.  The  attached 
final  regulation,  therefore,  defines  a 
“private  communication  on  the  merits” 
as  “a  written  or  oral  communication  on 
any  substantive  or  procedural  issue  in 
the  case”  (§  300.2(a)).  Thus,  proce¬ 
dural  issues,  including  the  issue  of 
whether  a  proceeding  should  be  ex¬ 
pedited,  are  issues  on  the  merits  for  the 
purposes  of  the  rule  against  private 
communications . 

With  respect  to  the  issue  of  solicita¬ 
tion,  the  Board’s  notice  recognized  that 
existing  rules  do  not  expressly  authorize 
or  prohibit  parties  from  soliciting  per¬ 
sons  to  support  their  positions  either  by 
participation  in  the  hearing  or  by  com¬ 
munications  to  the  Board  which  are  not 
improper  private  communications.  The 
notice  took  the  position  that  where  such 
solicitation  does  not  constitute  an  effort 
to  bring  pressure  or  influence  to  bear  on 
the  Members  of  the  Board  or  its  staff,  or 
the  examiner  in  the  case  and  it  is  con¬ 
templated  that  the  support  will  be  ex¬ 
pressed  within  the  framework  of  the 
Board’s  rules,  the  solicitation  of  support 
is  proper.  The  Board,  therefore,  pro¬ 
posed  a  new  §  300.2(e)  which  wbuld 
make  it  improper  for  any  party  to  a 
proceeding  to  engage  in  any  activity 
which  may  reasonably  be  expected  to  re¬ 
sult  in  producing  communications  to  the 
Board  or  its  staff,  or  the  examiner  in  the 
case,  which  will  not  be  served  upon  all 
the  parties  or  orally  presented  at  a  hear¬ 
ing  or  oral  argument.  This  provision, 
while  not  prohibiting  parties  from  solic¬ 
iting  the  support  of  third  persons,  would 
nevertheless  require  that  the  solicita¬ 
tion  be  undertaken  in  a  manner  which 
would  assure  that  such  persons  would 
not  present  their  position,  facts,  or  any 
other  relevant  material  outside  the 
framework  of  the  Board’s  rules.  The 
Practitioners,  while  not  objecting  to  the 
Board’s  substantive  proposal,  suggest 
that  it  would  be  better  to  establish  defi¬ 
nite  guidelines  as  to  what  constitutes 
improper  solicitation  than  to  rely  upon 
general  language.  This  suggestion  ap¬ 
pears  to  have  merit  and  has  been  incor¬ 
porated  in  §  300.2(e)  which  makes  it 
improper  for  any  party  to  solicit  com¬ 
munications  to  the  Board  or  its  staff, 
or  the  examiner  in  the  case,  other  than 
proper  communications  by  parties  or 
non-parties  permitted  under  Rules  14 
and  15  of  the  Board’s  rules  of  practice. 
Moreover,  a  party  soliciting  support  of 
any  person  must  call  such  person’s  at¬ 
tention  to  the  provisions  of  Rules  14  and 
15. 

In  the  New  York-San  Francisco  opin¬ 
ion,  the  Board  raised  the  question 
whether  its  prohibitions  against  ex  parte 
communications  apply  to  proceedings  re¬ 
questing  institution  of  an  evidentiary 
hearing  on  a  route  application.  The 
Board’s  notice  of  rule  making  proposed 
that  these  protective  principles  be  made 
applicable  to  all  matters  to  be  decided 
upon  an  evidentiary  record.  With  re¬ 
spect  to  matters  required  by  statute  or 
general  rule  to  be  decided  after  notice 


and  hearing,  the  rules  would  be  made 
applicable  from  the  time  an  application 
is  filed.  As  to  matters  which  the  Board 
voluntarily  sets  down  for  an  evidentiary 
hearing,  the  rules  would  be  applicable 
from  the  time  of  such  Board  action. 
These  provisions  are  set  forth  in  §  300.2 
of  the  final  regulation  and  will  permit 
the  Board  in  the  future  to  handle  prob¬ 
lems  like  those  presented  in  the  New 
York-San  Francisco  Case. 

As  indicated  above,  the  comments  sub¬ 
mitted  by  the  Practitioners  were  di¬ 
rected  not  only  to  the  specific  issues 
raised  by  the  Board’s  notice  of  rule 
making,  but  to  other  matters  as  well. 
With  respect  to  other  matters  involving 
Part  300,  they  recommend  the  following: 

1.  Expand  the  applicability  of  §  300.2 
to  include  certain  non-hearing  cases  of 
an  adversary  nature.  At  the  present 
time,  the  Board’s  rules  against  ex  parte 
communications  apply  to  proceedings 
which  are  decided  by  the  Board  after 
notice  and  hearing  and  upon  a  formal 
record.  Practitioners  contend  that  cer¬ 
tain  non-hearing  cases  (i.e.,  exemptions 
under  section  416(b).  of  the  Act)  can 
have  a  profound  competitive  effect  upon 
air  carriers  and,  therefore,  should  fall 
within  the  proscription  against  private 
communications. 

It  does  not  appear  to  the  Board  that  the 
solution  to  this  problem  lies  in  expand¬ 
ing  Part  300  to  include  rule  making  and 
other  non-hearing  proceedings.  Such 
a  regulation  would  seriously  hamper  the 
Board  in  carrying  out  its  duties  and  re¬ 
sponsibilities  and  would  result  in  delays 
in  the  Board’s  work.  In  addition  to  its 
statutory  responsibilities  of  a  quasi¬ 
judicial  nature,  the  Board  has  certain 
quasi -legislative  functions  as  well  as  the 
responsibility  for  the  promotion,  en¬ 
couragement,  and  development  of  civil 
aeronautics.  In  performing  these  func¬ 
tions  the  Board  and  its  staff  should  not 
be  restricted  to  the  same  extent  as  in 
formal  quasi- judicial  proceedings. 

By  making  the  prohibition  against  ex 
parte  communications  applicable  to 
cases  which  are  determined  on  the  basis 
of  a  formal  record  after  notice  and  hear¬ 
ing,  the  Board’s  present  rule  (which  goes 
beyond  the  protective  provisions  of  the 
Administrative  Procedure  Act)  ade¬ 
quately  preserves  the  principles  of  basic 
fairness  for  all  concerned  with  the  ad¬ 
ministrative  process.  We  are  cognizant 
of  the  fact  that  certain  non-hearing 
cases  may  contain  adversary  issues  and 
therefore  require  the  protective  provi¬ 
sions  of  the  principles  of  practice.  The 
Board  should  be  free  to  make  its  prin¬ 
ciples  of  practice  applicable  to  such 
cases  and  we  have  amended  §  300.2  so 
that  the  prohibition  against  ex  parte 
communications  is  applicable  to  (1)  cases 
which  are  to  be  decided  by  the  Board 
after  notice  and  hearing  and  upon  a  for¬ 
mal  record,  and  (2)  non-hearing  cases 
which  the  Board  by  specific  order  may 
designate.  We  believe  this  is  a  better 
solution  to  the  problem  than  expanding 
the  rule  to  include  all  non-hearing  cases 
as  suggested  by  Practitioners. 

2.  Establish  a  procedure  whereby  im¬ 
proper  oral  communications  are  reduced 
to  toriting  and  served  on  all  parties.  The 
Practitioners  have  suggested  that  the 
Board  establish  a  procedure  whereby  im¬ 


proper  oral  communications  are  pre¬ 
served  and  notice  of  such  communica¬ 
tions  is  served  on  all  parties.  The  burden 
such  a  provision  would  place  upon  the 
Board  Member  or  employee  would  be 
substantial.  Considering  the  many  tele¬ 
phone  calls  and  oral  communications 
made  to  the  Board  and  its  staff  in  mat¬ 
ters  other  than  the  merits  of  formal 
hearing  cases,  it  would  be  difficult  to  de¬ 
lineate  between  matters  which  properly 
fall  within  such  a  provision.  Moreover, 
the  Member  or  employee  might  find  him-  ' 
self  in  the  position  where  he  could  not 
readily  reduce  such  oral  presentation  to 
writing.  From  the  standpoint  of  fair¬ 
ness,  the  person  making  the  oral  presen¬ 
tation  would  not  have  an  opportunity  to 
see  the  written  memorandum  until  after 
it  had  been  circulated  to  the  other  par¬ 
ties  to  the  proceeding.  If  it  were  then 
contended  that  the  memorandum  did  not 
properly  reflect  the  oral  conversation, 
fair  play  would  require  that  an  oppor¬ 
tunity  should  be  given  to  correct  the 
record  since  one’s  reputation  might  well 
be  involved.  This,  of  course,  would  serve 
to  further  delay  the  disposition  of  the 
Board’s  proceeding.  The  suggestion  of 
the  Practitioners  that  oral  communica¬ 
tions  be  reduced  to  writing  and  served 
upon  all  parties  therefore  has  not  been 
incorporated  in  the  regulation. 

3.  Prohibit  certain  staff  members  from 
communicating  with  the  Board.  The 
Practitioners  have  suggested  that  the 
Board  amend  its  rules  to  prohibit  certain 
staff  members,  in  addition  to  those  who 
served  as  witness  or  counsel  in  a  case, 
from  communicating  with  the  Board.  In 
support  of  this  proposal,  the  Practition¬ 
ers  contend  that  staff  members  who  have 
participated  in  the  formulation  of  the 
staff’s  position  play  just  as  important  a 
role  in  the  proceeding  as  staff  witnesses 
and  counsel,  and  therefore  should  be 
prohibited  from  communicating  with 
Members  of  the  Board. 

The  Board’s  present  regulations  pro¬ 
hibit  Board  witnesses  and  counsel  in  all 
cases  from  communicating  with  the 
Board.  In  accusatory  cases  the  Board’s 
internal  rules  not  only  bar  any  staff  wit¬ 
ness  and  counsel  who  participated  in  the 
case,  but  also  the  staff  of  the  entire  office 
or  bureau.  Both  provisions  go  beyond 
the  separation-of -functions  requirement 
of  section  5(c)  of  the  Administrative 
Procedure  Act.  The  proposals  made  by 
Practitioners  would  prevent  the  Board 
from  utilizing  the  expertise  of  its  staff 
and  would  result  in  serious  delays  in  the 
handling  of  Board  work.  We  therefore 
reject  this  suggestion  of  Practitioners. 

4.  Amendment  of  rules  to  deprive  a 
party  of  the  relief  he  seeks  in  a  proceed¬ 
ing  if  he  violates  the  Board’s  rules.  The 
Board’s  existing  regulation  provides  that 
a  person  who  violates  its  rules  may  be 
temporarily  or  permanently  denied  the 
privilege  of  appearing  or  practicing  be¬ 
fore  the  Board.  Practitioners  propose 
that  the  Board  amend  its  rules  to  further 
provide  that  the  Board  may  deprive  a 
party  which  violates  these  rules  of  the 
relief  he  seeks  in  the  proceeding.  The 
Board  believes  that  this  suggestion  has 
considerable  merit  since  such  a  provision 
will  materially  assist  the  Board  in  en¬ 
forcing  its  principles  of  practice.  We 
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have  therefore  amended  §  300.6  to  ac¬ 
complish  this  objective. 

5.  Congressional  appearances  in  oral 
argument.  Practitioners  suggest  that 
Rule  14  of  Part  302  of  the  Board's  pro¬ 
cedural  regulations  be  revised  so  that 
non-parties  could  participate  in  a  pro¬ 
ceeding  ‘‘only  by  presenting  at  the  hear¬ 
ing  evidence  and  memoranda  relevant  to 
issues  in  the  case.”  This  proposed 
change  is  discussed  in  the  explanatory 
statement  to  a  notice  of  proposed  rule 
making  issued  simultaneously  herewith. 

This  amendment  to  Part  300  consti¬ 
tutes  a  procedural  regulation  and  there¬ 
fore  may  be  made  effective  on  less  than 
30  days'  notice. 

In  consideration  of  the  foregoing,  the 
Board,  effective  December  6,  I960, 

amends  Part  300  of  its  procedural  regu¬ 
lations  ( 14  CFR  Part  300) . 

1.  By  amending  §  300.2  to  read  as  fol¬ 
lows: 

§  300.2  Hearing  eases;  improper  influ¬ 
ence. 

It  is  essential  in  cases  to  be  deter¬ 
mined  after  notice  and  hearing  and 
upon  a  record,  or  any  other  cases  which 
the  Board  by  order  may  designate,  that 
the  Board’s  judicial  character  be  rec¬ 
ognized  and  protected.  Therefore,  from 
the  time  of  filing  of  an  application  or 
petition  which  is  to  be  passed  upon  by 
the  Board  after  notice  and  hearing,  or, 
in  case  of  other  matters,  from  the  time 
of  notice  by  the  Board  that  such  mat¬ 
ter  shall  be  determined  after  notice  and 
hearing  and  upon  a  record  or  that  its 
Principles  of  Practice  shall  be  applicable 
thereto: 

(a)  A  written  or  oral  communication 
on  any  substantive  or  procedural  is¬ 
sue  in  the  case  to  a  Member  of  the  Board 
or  its  staff,  or  to  the  examiner  in  the 
case  other  than  in  compliance  with  the 
Board’s  Rules  of  Practice  by  any  per¬ 
son,  either  in  private  or  public  life,  shall 
be  deemed  a  private  communication  on 
the  merits.  Such  communications,  un¬ 
less  otherwise  provided  for  by  law  or 
published  rule  are  hereby  prohibited: 
Provided,  That  this  prohibition  shall  not 
be  deemed  to  apply  to  informal  com¬ 
plaints  filed  with  the  Board  or  to  com¬ 
munications  with  staff  members  of  the 
Board  who  are  in  the  course  of  preparing 
a  case,  or  for  the  purpose  of  determin¬ 
ing  whether  a  complaint  shall  be 
docketed,  or  to  the  usual  informal  com¬ 
munications  between  counsel,  including 
discussions  to  effectuate  a  stipulation,  or 
to  settlement  discussion  between  parties 
and  the  Board’s  enforcement  staff,  or 
investigative  activities,  or  to  other  com¬ 
munications  which  are  deemed  proper 
in  proceedings  in  the  Federal  courts. 
Communications  which  merely  make  in¬ 
quiry  as  to  the  status  of  a  proceeding 
without  discussing  issues  are  not  con¬ 
sidered  communications  on  the  merits. 
Any  prohibited  communication  in  writ¬ 
ing  received  by  the  Board  or  its  staff 
or  the  examiner  in  the  case,  shall  be 
made  public  by  placing  it  in  the  cor¬ 
respondence  file  of  the  case  which  is 
available  for  inspection  and  copying 
during  business  hours  in  the  Board’s 
Docket  Section,  but  will  not  be  con¬ 


sidered  by  the  Board  or  the  examiner  as 
part  of  the  record  for  decision. 

(b)  Requests  for  expeditious  treat¬ 
ment  of  a  pending  application  will  be 
considered  communications  on  the  mer¬ 
its.  If  made  by  a  party  or  applicant  for 
intervention,  such  a  request  shall  be 
made  by  motion  (§  302.18).  If  made  by 
any  other  interested  person,  such  a  re¬ 
quest  shall  be  made  in  accordance  with 
the  requirements  in  §  302.14.  A  request 
which  is  not  made  in  accordance  with 
the  Board’s  rules  shall  be  placed  in  the 
public  correspondence  file  and  will  not 
be  considered  by  the  Board. 

(c)  It  is  improper  that  there  be  any 
private  communication  on  the  merits  of 
any  substantive  or  procedural  issue  in 
the  case  to  a  Member  of  the  Board  or  to 
the  examiner  in  the  case  by  any  members 
of  the  Board’s  staff  who  participate  in 
the  hearing  as  witnesses  or  as  counsel. 

(d)  It  is  improper  that  there  be  any 
effort  by  any  person  interested  in  the 
case  to  sway  the  judgment  of  the  Board 
by  attempting  to  bring  pressure  or  in¬ 
fluence  to  bear  upon  the  Members  of  the 
Board  or  its  staff,  or  that  such  person 
or  any  member  of  the  Board’s  staff,  di¬ 
rectly  or  indirectly,  give  statements  to 
the  press  or  radio,  by  paid  advertise¬ 
ments  or  otherwise,  designed  to  influence 
the  Board’s  judgment  in  the  case. 

(e)  It  is  improper  that  any  party  so¬ 
licit  communications  to  the  Board  or 
any  of  its  members  or  its  staff  or  to  the 
examiner  in  the  case  other  than  proper 
communications  by  parties  or  non- 
parties  permitted  under  Rules  14  and 
15  of  the  Board’s  rules  of  practice.  A 
party  soliciting  support  of  any  person 
shall  call  such  person’s  attention  to  the 
provisions  of  Rules  14  and  15. 

§  300.6  t  Amendment  1 

2.  By  amending  §  300.6  by  inserting 
the  designation  (a)  after  the  title  “Vio¬ 
lations”  and  by  adding  a  new  paragraph 
<  b )  to  read  as  follows : 

(b)  Where  appropriate  in  the  public 
interest  the  Board  may  deny  the  relief 
requested  by  a  party  in  a  proceeding  sub¬ 
ject  to  this  part  in  which  such  party  has 
violated  any  provisions  of  this  part. 

(Sec.  204(a),  72  Stat.  743;  49  U.S.C.  1324. 
Interpret  or  apply  sec.  1001,  72  Stat.  738;  49 
U.S.C.  1481) 

By  the  Civil  Aeronautics  Board. 

I  seal  1  Robert  C.  Lester. 

Secretary. 

|  F.R.  Djc.  60-11268;  Filed,  Dec.  5,  1960; 
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PART  302— RULES  OF  PRACTICE  IN 
ECONOMIC  PROCEEDINGS 

Motions  of  Interested  Persons  for 
Expedition 

December  1,  1960. 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.C.,  on  the 
lct  day  of  December  1960: 

On  March  18,  1960,  the  Board  issued 
a  notice  of  proposed  rule-making,  Docket 
11221,  25  F.R.  2436,  proposing  several 


amendments  in  Part  300,  the  Board’s 
principles  of  practice,  and  Part  302,  the 
Board’s  rules  of  practice  in  economic 
proceedings.  In  respect  of  Part  302  the 
notice  proposed  an  amendment  to 
§  302.14  which  would  provide  for  a  pro¬ 
cedure  whereby  interested  persons  other 
than  parties  may  request  that  a  proceed¬ 
ing  be  expedited. 

Final  action  on  the  proposals  in  said 
notice  relating  to  Part  300  is  being  taken 
simultaneously,  by  adoption  of  Amend¬ 
ment  1  to  Part  300  and  the  Preamble 
thereto  is  hereby  incorporated  herein  by 
reference.  Among  the  amendments  to 
Part  300  which  are  being  adopted  is  one 
which  outlaws  communications  to  the 
Board  on  procedural  issues  in  a  hearing 
case  made  otherwise  than  in  compliance 
with  the  Board’s  rules  of  practice, 
§  300.2(a).  Under  this  provision  per¬ 
sons  who,  because  they  are  not  parties, 
have  no  standing  to  make  motions  for 
expedition  of  the  proceeding  under  Rule 
18,  could  not  urge  expedition  at  all. 
Hence,  upon  consideration  of  all  perti¬ 
nent  matter  presented,  it  appears  to  the 
Board  that  Rule  14  should  be  amended 
to  permit  interested  persons  to  make  mo¬ 
tions  for  expedition. 

Since  this  amendment  to  Part  302  con¬ 
stitutes  a  procedural  rule  it  may  be  made 
effective  on  less  than  30  days’  notice. 

Accordingly,  the  Board  hereby  amends 
Part  302  of  its  Procedural  Regulations, 
14  CFR  Part  302,  effective  December  6, 
1960,  and  applicable  to  pending  proceed¬ 
ings,  by  amending  §  302.14  to  read: 

§  302.14  Participation  in  hearing  case* 
by  persons  not  parties. 

(a)  Requests  for  expedition.  In  any 
case  to  which  the  Board’s  principles  of 
practice,  Part  300,  are  applicable,  any 
interested  person,  including  any  State, 
subdivision  thereof.  State  aviation  com¬ 
mission,  or  other  public  body,  may  by 
motion  request  expedition  of  such  case 
or  file  an  answer  in  support  of  or  in  oppo¬ 
sition  to  such  motions.  Such  motions 
and  answers  shall  be  served  upon  all 
parties  to  the  case  as  provided  in  §  302.8 
hereof. 

(b)  Participation  in  hearings.  Any 
person,  including  any  State,  subdivision 
thereof,  State  aviation  commission,  or 
other  public  body,  may  appear  at  any 
hearing,  other  than  in  an  enforcement 
proceeding,  and  present  any  evidence 
which  is  relevant  to  the  issues.  With 
the  consent  of  the  Examiner  or  the 
Board,  if  the  hearing  is  held  by  the 
Board,  such  person  may  also  cross- 
examine  witnesses  directly.  Such  per¬ 
sons  may  also  present  to  both  the  Exam¬ 
iner  and  the  Board  a  written  statement 
on  the  issues  involved  in  the  proceeding. 
Such  statement  shall  conform  to  the 
requirements  of  these  rules  as  to  form, 
content,  service,  and  time  of  filing  of 
briefs  to  the  Examiner  and  the  Board. 

(c)  Participation  in  oral  argument. 
A  representative  of  any  department, 
agency  or  branch  of  the  Federal  Gov¬ 
ernment  or  of  any  State  Government 
(including  a  State  aviation  commission) 
may  appear  and  present  oral  argument 
in  any  proceeding  in  which  argument  has 
been  assigned. 
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(Sec.  204(a),  77  Stat.  743;  49  US.C.  1324. 
Interpret  or  apply  sec.  1001,  72  Stat.  788,  49 
US.C.  1481) 

By  the  Civil  Aeronautics  Board. 

[seal!  Robert  C.  Lester, 

Secretary. 

IFH  Doc.  60-11269;  Piled,  Dec.  5,  1960; 
8:46  a.m.l 


Chapter  III — Federal  Aviation  Agency 

SUBCHAPTER  C— AIRCRAFT  REGULATIONS 

[Reg.  Docket  No.  550;  Arndt.  230 ) 

.  PART  507— AIRWORTHINESS 
DIRECTIVES 

Curtiss-Wright  C-46  Series  Aircraft 

Pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  6489), 
an  airworthiness  directive  was  adopted 
on  October  25,  1960,  and  made  effective 
immediately  because  of  the  safety  emer¬ 
gency  involved,  as  to  all  known  opera¬ 
tors  of  Curtiss-Wright  C-46  Series 
aircraft  by  individual  telegrams  dated 
October  25, 1960.  This  directive  required 
replacement  of  outer  wing  panel  attach¬ 
ment  bolts  prior  to  the  next  flight  if  not 
already  accomplished  within  the  last 
10,000  hours’  time  in  service.  There¬ 
after,  replacement  was  required  at  in¬ 
tervals  of  10,000  hours’  time  in  service. 
On  October  26,  1960,  as  a  result  of  fur¬ 
ther  evidence  regarding  the  structure 
involved,  an  amendment  was  adopted 
and  made  effective  immediately  as  to  all 
known  operators  of  Curtis- Wright  C-46 
Series  aircraft  by  individual  telegrams 
dated  October  26,  1960,  amending  the  di¬ 
rective  of  October  25,  1960,  to  define 
more  specifically  the  inspection  intervals 
and  replacement  required. 

For  the  reasons  stated  above  it  was 
found  that  immediate  corrective  action 
was  required  in  the  interest  of  safety, 
that  notice  and  public  procedure  there¬ 
on  were  impracticable  and  contrary  to 
the  public  interest  and  that  good  cause 
existed  for  making  the  airworthiness  di¬ 
rective  and  amendment  effective  im¬ 
mediately  by  individual  directives  to  all 
known  operators  of  Curtis- Wright  C-46 
Series  aircraft.  Pince  these  conditions 
still  exist,  the  airworthiness  directive 
(with  subsequently  corrected  part  num¬ 
bers)  adopted  on  October  25,  1960,  as 
amended  by  the  amendment  adopted 
October  26,  1960,  is  hereby  published  as 
m  amendment  to  §  507  10(a)  of  Part 
507  (14  CFR  Part  507) ,  and  shall  become 
effective  upon  the  date  of  publication  in 
the  Federal  Recister  as  to  all  other 
persons : 

Cup tiss -Wright.  Applies  to  all  C-46  A,  D.,  E, 
F,  and  R;  C-46/CW  2DT;  Super  C-46/CW 
20T;  Super  46;  and  Super  46C  aircraft. 

Compliance  required  as  indicated. 

Due  to  fatigue  failures  found  in  the  outer 
wing  panel  attachment  bolts,  the  following 
must  be  accomplished: 

(a)  On  aircraft  having  outer  wing  panel 
attachment  bolts  with  10,000  or  more  hours’ 
time  in  service  that  have  accumulated  more 
than  5,000  hours:  flight  time  since  the  last 
inspection  of  such  bolts,  the  outer  wing 
panel  attachment  bolts  must  be  inspected 
for  cracks,  elongation  and  corrosion  prior  to 
the  next  flight  except  aircraft  may  be  ferried 
without  a  special  flight  permit  one  time  only, 


with  occupancy  limited  to  the  required  flight 
crew,  to  a  base  where  personnel  and  facili¬ 
ties  for  required  work  are  available. 

(b)  On  aircraft  having  outer  wing  panel 
attachment  bolts  with  10,000  or  more  hours’ 
time  in  service  that  have  accumulated  less 
than  5,000  hours’  flight  time  since  the  last 
inspection  of  such  bolts,  the  outer  wing  panel 
attachment  bolts  must  be  reinspected  for 
cracks,  elongation  and  corrosion  within  the 
next  25  hours  of  flight  time. 

(c)  Outer  wing  panel  attachment  bolts 
found,  during  the  inspections  under  (a)  or 
(b),  to  be  cracked,  elongated  or  corroded 
must  be  replaced  with  new  bolts  prior  to 
further  flight. 

(d)  Outer  wing  panel  attachment  bolts 
which  are  not  found,  during  the  inspections 
under  (a)  or  (b),  to  have  cracks,  elonga¬ 
tion  or  corrosion,  may  be  reused  for  a  total 
time  not  to  exceed  500  hours’  flight  time  after 
such  inspect'on  f  t  which  time  all  such  bolts 
must  be  replaced  with  new  bolts. 

(e)  After  compliance  with  the  require¬ 
ments  of  paragraph  (c)  and/or  (d)  all  outer 
wing  panel  attachment  bolts  must  be  re¬ 
placed  at  intervals  of  10,000  hours’  time  in 
service. 

(f)  New  bolts,  P/N’s  S3  157-7-21  or  MS 
20007-21  or  NAS  147-35  (31  per  wing)  and 
P/N’s  SS  157-6-20  or  MS  20006-20  or  NAS 
146-33  (88  per  wing)  or  FAA  approved  equiva¬ 
lents  are  acceptable  replacements. 

This  amendment  shall  become  effective 
on  the  date  of  publication  in  the  Federal 
Register  for  all  operators  not  receiving 
notice  by  telegrams  dated  October  25, 
1960,  and  as  amended  October  26,  1960. 

(Sec.  313(a),  601,  603:  72  Stat.  752,  775,  776; 
49  U.S.C.  1354(a),  1421,  1423) 

Issued  in  Washington,  D.C.,  on  No¬ 
vember  29,  1960. 

George  C.  Prill, 

Acting  Director, 
Bureau  of  Flight  Standards. 

[F.R.  Doc.  60-11276;  Filed,  Dec.  5,  1960; 

8:48  a.m.J 


[Reg.  Docket  No.  507;  Arndt.  38] 

PART  514 — TECHNICAL  STANDARD 
ORDERS  FOR  AIRCRAFT  MATE¬ 
RIALS,  PARTS,  PROCESSES,  AND 
APPLIANCES 

1SO-C1 1c  Fire  Defectors 

A  proposed  amendment  to  §  514.21 
establishing  minimum  performance 
standards  for  fire  detectors  used  on  civil 
aircraft  of  the  United  States  was  pub¬ 
lished  in  25  F.R.  8909. 

Interested  persons  have  been  af¬ 
forded  an  opportunity  to  participate  in 
the  making  of  the  amendment.  No  ob¬ 
jections  were  received. 

In  consideration  of  the  foregoing,  and 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  6489), 
Part  514  of  the  regulations  of  the  Ad¬ 
ministrator  (14  CFR  Part  514)  is  hereby 
amended  as  follows: 

Section  514.21  is  revised  as  follows: 

§  5 J  1.21-  Fire  detectors  (thermal  sensing 
and  ionization  sensing  tvpes) — TSO— 
Cllc. 

(a)  Applicability — (1)  Minimum  per¬ 
formance  standards.  Minimum  per¬ 
formance  standards  are  hereby  estab¬ 
lished  for  fire  detectors  of  the  subject 
types  which  are  required  to  be  approved 
for  use  on  piston  and/or  turbine  engine- 


powered  civil  aircraft  of  the  United 
States.  New  models  of  these  types  of 
fire  detectors  manufactured  for  use  on 
civil  aircraft  of  the  United  States  on  or 
after  January  16,  1961,  shall  meet  the 
standards  specified  in  Federal  Aviation 
Agency  Standard  “Fire  Detectors  (Ther¬ 
mal  Sensing  and  Ionization  Sensing 
Types).”  Fire  detectors  approved  prior 
to  January  16,  1961,  may  continue  to  be 
manufactured  under  the  provisions  of 
their  original  approval. 

(b)  Marking.  In  lieu  of  information 
required  in  §  514.3(c),  the  alarm  tem¬ 
perature  shall  be  shown.  Compliance  of 
the  detector  with  the  piston  or  turbine 
engine  requirements,  or  both,  shall  be 
designated  by  -P,  -T,  or  -PT,  repectively, 
as  a  suffix  following  the  TSO  designation, 
as:  TSO-Cllc-P. 

(c)  Data  requirements.  (1)  The  man¬ 
ufacturer  shall  maintain  a  current  file  of 
complete  design  data. 

(2)  The  manufacturer  shall  maintain 
a  current  file  of  complete  data  describ¬ 
ing  the  inspection  and  test  procedures 
applicable  to  his  equipment.  (See  para¬ 
graph  (d)  of  this  section.) 

(3)  Six  copies  each,  except  where 
noted,  of  the  following  shall  be  furnished 
to  the  Chief,  Engineering  and  Manufac¬ 
turing  Division,  Bureau  of  Flight  Stand¬ 
ards,  Federal  Aviation  Agency,  Washing¬ 
ton  25,  D.C.,  with  the  statement  of 
conformance  certifying  that  the  instru¬ 
ment  conforms  to  this  section. 

(i)  Manufacturer’s  operating  instruc¬ 
tions  and  equipment  limitations. 

(ii)  Installation  procedures  with  ap¬ 
plicable  schematic  drawings,  wiring 
diagrams,  and  specifications.  Indicate 
any  limitations,  restrictions,  or  other 
conditions  pertinent  to  the  installation. 
These  data  shall  include  the  following: 

(a)  Starting  ambient  temperature 
used  in  determining  the  response  time 
(see  §  7.1.1) ; 

(b)  Maximum  allowable  normal  am¬ 
bient  temperature  at  the  point  of  sensor 
location ; 

(c)  Maximum  allowable  rate  of  tem¬ 
perature  rise  at  point  of  sensor  location 
as  a  result  of  normal  operation; 

(d)  Operating  voltage; 

(e)  Mounting  or  support  method;  and 

(/)  Maximum  or  minimum  number  of 

units  or  detector  length  which  can  be 
used  in  one  circuit  or  one  fire  zone  with¬ 
out  adversely  affecting  sensitivity  or 
causing  false  indications  due  to  tempera¬ 
ture  associated  with  normal  operation. 

(iii)  One  copy  of  the  manufacturer’s 
test  report. 

(d)  Quality  control.  Fire  detectors 
shall  be  produced  under  a  quality  con¬ 
trol  system,  established  by  the  manufac¬ 
turer,  which  will  assure  that  each  detec¬ 
tor  is  in  conformity  with  the  require¬ 
ments  of  this  section  and  is  in  a  condi¬ 
tion  for  safe  operation.  This  system 
shall  be  described  in  the  data  required 
under  paragraph  (c)  (2)  of  this  section. 
A  representative  of  the  Administrator 
shall  be  permitted  to  make  such  inspec¬ 
tions  and  tests  at  the  manufacturer’s 
facility  as  may  be  necessary  to  determine 
compliance  with  the  requirements  of  this 
section. 

Effective  date.  January  16,  1961. 
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(Secs.  313(a),  601:  72  Stat.  762,  776;  49 
U.S.C.  1354(a),  1421) 

Issued  in  Washington,  D.C.,  on  No¬ 
vember  29, 1960. 

George  C.  Prill, 

Acting  Director,  Bureau  of 
Flight  Standards. 

|F.R.  Doc.  60-11277;  Filed,  Dec.  6,  1960; 

8:48  a.m.] 

Chapter  XV — Defense  Air  Transporta¬ 
tion  Administration,  Department  of 

Commerce 

[General  Order— War  Risk  Insurance 

(Revised)  J 

PART  1501 — WAR  RISK  INSURANCE 

The  General  Order  on  Aviation  War 
Ride  Insurance,  dated  November  1,  1956, 
is  hereby  revised  to  read  as  follows: 

Title  XIII  of  the  Federal  Aviation  Act 
of  1958  (72  Stat.  731,  49  U.S.C.  1531), 
which  re-enacted  the  provisions  of  Pub¬ 
lic  Law  47,  82d  Congress  (65  Stat.  65), 
as  amended,  authorizes  the  Secretary 
of  Commerce,  with  the  approval  of  the 
President,  to  provide  insurance'  against 
loss  or  damage  or  legal  liability  arising 
out  of  war  risks  whenever  it  appears  to 
the  Secretary  that  such  insurance  ade¬ 
quate  for  the  needs  of  the  air  commerce 
of  the  United  States  cannot  be  obtained 
on  reasonable  terms  and  conditions  from 
companies  authorized  to  do  an  insur¬ 
ance  business  in  a  State  of  the  United 
States. 

The  Secretary  of  Commerce,  by  De¬ 
partment  Order  No.  137,  effective  No¬ 
vember  12,  1951,  authorized  the  Defense 
Air  Transportation  Administrator  to 
perform  the  functions  vested  in  the 
Secretary  of  Commerce  under  Public 
Law  47,  82d  Congress,  “except  that  the 
authority  to  determine  that  war  risk 
insurance  cannot  be  obtained  on  reason¬ 
able  terms  and  conditions  from  private 
insurance  companies  is  reserved  to  the 
Secretary  of  Commerce”. 

The  Secretary  of  Commerce  made  a 
finding  on  September  11,  1952,  that  war 
risk  insurance  adequate  for  the  needs 
of  the  air  commerce  of  the  United  States 
cannot  be  obtained  on  reasonable  terms 
and  conditions  from  companies  author¬ 
ized  to  do  an  insurance  business  in  a 
State  of  the  United  States,  and  the 
President,  on  September  17,  1952,  gave 
the  required  approval  for  providing 
such  insurance. 

On  August  26,  1958,  the  Secretary  of 
Commerce  delegated  authority  to  the 
Defense  Air  Transportation  Administra¬ 
tor  to  determine  that  war  risk  insurance 
cannot  be  obtained  on  reasonable  terms 
and  conditions  from  private  insurance 
companies. 

The  President  has  approved  the  pro¬ 
viding  of  war  risk  insurance,  without 
premium,  to  the  Department  of  Defense 
for  participants  in  the  Civil  Reserve  Air 
Fleet  (CRAF)  Program,  and  to  the  De¬ 
partment  of  State  for  American  air  car¬ 
riers  entering  into  certain  agreements 
with  such  Department,  in  consideration 
of  agreements  of  the  Secretary  of  De¬ 


fense  and  the  Secretary  of  State  to  in¬ 
demnify  the  Secretary  of  Commerce 
against  all  losses  covered  by  such 
insurance. 

The  Defense  Air  Transportation  Ad¬ 
ministrator  is  prepared  to  provide  war 
risk  hull  insurance,  war  risk  liability  in¬ 
surance,  exclusive  of  cargo  liability,  and 
war  risk  carriers  liability  to  cargo  insur¬ 
ance,  except  that  no  insurance  will  be 
issued  to  cover  any  war  risks  or  persons 
or  property  engaged  or  transported  ex¬ 
clusively  in  air  commerce  within  the  sev¬ 
eral  States  of  the  United  States  and  the 
District  of  Columbia.  Geographical 
limits  for  the  coverages  may  be  pre¬ 
scribed  by  the  Defense  Air  Transporta¬ 
tion  Administrator.  The  following  rules 
and  regulations  for  the  providing  of  such 
insurance  are  promulgated: 

Subpart  A— General 

Sec. 

1501.1  Eligibility  of  aircraft  for  Insur¬ 

ance. 

1501.2  Change  In  status  of  an  aircraft 

after  Interim  binders  have  been 
issued. 

1501.3  Applications  for  insurance  and 

payment  of  binding  fees. 

1501.4  Time  of  attachment  of  insurance. 

1501.5  Premiums  and  payment  thereof. 

1501.6  War  risk  insurance  underwriting 

agents. 

1501.7  Modifications. 

Subpart  B — War  Risk  Hull  Insurance 

1501.100  Amounts  of  insurance  for  which 

application  may  be  made. 

1501.101  Form  of  application. 

1501.102  Issuance  of  interim  binder:  its 

terms  and  conditions. 

1501.103  Sums  which  will  be  insured'  under 

interim  binder. 

1501.104  Calculation  of  premiums. 

1501.105  Additional  war  risk  hull  Insurance. 

1501.106  Standard  forms  of  war  risk  hull 

insurance  Interim  binders. 

1501.107  Standard  forms  of  war  risk  hull 

insurance  policies. 

Subpart  C — War  Risk  Liability  Insurance, 
Exclusive  of  Cargo  Liability 

1501.200  Limits  of  liability  insurance  for 

which  application  may  be  made. 

1501.201  Form  of  applications. 

1501.202  Issuance  of  interim  binder:  Its 

terms  and  conditions. 

1501.203  Sums  which  will  be  insured  under 

interim  binder. 

1501.204  Calculation  of  premiums. 

1501.205  Standard  forms  of  war  risk  liabil¬ 

ity  insurance,  exclusive  of  cargo 
liability,  interim  binders. 

1501.206  Standard  forms  of  war  risk  liabil¬ 

ity  insurance,  exclusive  of  cargo 
liability,  policies. 

Subpart  D — War  Risk  Carriers  Liability  to  Cargo 
Insurance 

1501.300  Limits  of  liability  insurance  for 

which  application  may  be  made. 

1501.301  Form  of  application. 

1501.302  Issuance  of  interim  binder:  its 

terms  and  conditions. 

1501.303  Sums  which  will  be  insured  under 

iterlm  binder. 

1501.304  Calculation  of  premiums. 

1501.305  Standard  forms  of  war  risk  car¬ 

riers  liability  to  cargo  insurance 
interim  binders. 

1501.306  Standard  forms  of  war  risk  car¬ 

riers  liability  to  cargo  insurance 
•policies. 

Authority:  §§1501.1  to  1501.306  issued 
under  sec.  1307,  72  Stat.  803;  49  U.S.C.  1537. 


Subpart  A — General 

§1501.1  Eligibility  of  aircraft  for  in¬ 
surance. 

An  aircraft  is  eligible  for  insurance  if 
it  is: 

(a)  An  American  aircraft  as  defined 
in  section  1301(a) ,  Title  XIII  of  the  Fed¬ 
eral  Aviation  Act  of  1958;  or 

(b)  A  foreign-flag  aircraft  engaged  in 
aircraft  operations  deemed  by  the  De¬ 
fense  Air  Transportation  Administrator 
to  be  in  the  interest  of  the  national 
defense  or  the  national  economy  of  the 
United  States. 

§  1501.2  Change  in  status  of  an  aircraft 
after  interim  binders  have  been  is- 
sued. 

In  the  event  that  an  aircraft  shall 
cease  to  come  within  either  paragraph 
(a)  or  (b)  of  §  1501.1  after  any  interim 
binders  set  forth  in  §§  1501.106,  1501.205 
and  1501.305  have  been  issued,  interim 
binders  covering  such  an  aircraft  shall 
automatically  terminate.  In  the  event 
of  sale,  lease,  confiscation,  requisition, 
or  total  loss  of  an  aircraft,  or  any  other 
change  in  the  status,  which  by  the  terms 
of  the  binder  causes  same  to  terminate, 
prompt  notice  shall  be  given  in  writing 
to  the  Defense  Air  Transportation 
Administrator. 

§  1501.3  Applications  for  insurance  and 
payment  of  binding  fees. 

Applications  for  war  risk  hull  and  war 
risk  liability,  exclusive  of  cargo,  insur¬ 
ance  shall  be  filed  on  the  same  form,  in 
duplicate,  and  applications  for  war  risk 
carriers  liability  to  cargo  insurance  shall 
be  filed  on  a  separate  form,  also  in  dupli¬ 
cate.  Applications  for  insurance  on 
those  foreign-flag  aircraft  referred  to  in 
§  1501.1  shall  be  accompanied  by  a  signed 
statement  in  quadruplicate,  setting  forth 
the  dates  of  the  applications,  the  forms 
of  insurance  applied  for,  the  registry 
number  of  the  aircraft,  its  flag,  the  name 
of  the  owner  or  lessee,  the  operations  in 
which  the  aircraft  is  engaged  and  the 
reason  such  operations  should  be  con¬ 
sidered  to  be  in  the  interest  of  the  na¬ 
tional  defense  or  national  economy  of 
the  United  States,  which  statement  shall 
be  deemed  to  be  a  part  of  each  applica¬ 
tion  for  insurance  filed  with  respect  to 
such  aircraft.  Applications  shall  be 
made  to  the  Administrator,  Defense  Air 
Transportation  Administration,  Depart¬ 
ment  of  Commerce,  Washington  25,  D.C. 
A  check  payable  to  the  Treasurer  of  the 
United  States  for  the  total  amount  of  all 
binding  fees  payable  by  each  applicant 
shall  accompany  the  applications.  Bind¬ 
ing  fees  are  not  returnable  unless  appli¬ 
cations  are  rejected. 

§  1501.4  Time  of  attachment  of  insur¬ 
ance. 

The  war  risk  insurance  to  be  provided 
under  this  part  shall  attach  at  such 
date  and  hour  as  the  applicant  shall 
designate,  but: 

(a)  In  the  case  of  premium  insurance, 
not  earlier  than  the  date  and  hour  com¬ 
mercial  war  risk  insurance  terminates 
by  reason  of  the  operation  of  the 
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“twenty-four  hour  automatic  termina¬ 
tion  clause”,  whether  or  not  the  aircraft 
was  covered  by  such  commercial -insur¬ 
ance;  and 

(b)  In  the  case  of  non-premium  in¬ 
surance,  not  earlier  than  the  date  and 
hour: 

(1)  The  Civil  Reserve  Air  Fleet 
(CRAF)  Program  is  activated  by  order 
of  the  Secretary  of  Defense;  or 

(2)  United  States  air  carriers  having 
agreements  with  the  Department  of 
State  commence  performance  of  services 
under  such  agreements. 

§  1501.5  Premiums  and  payment  there¬ 
of. 

The  rates  of  premium  for  insurance 
shall  be  subject  to  review  and  revision 
by  the  Defense  Air  Transportation  Ad¬ 
ministrator  each  calendar  month,  and 
the  Administrator  may  deem  it  appro¬ 
priate  to  fix  premium  surcharges  or  rate 
loadings.  Premiums  shall  accrue  upon 
the  fixing  of  the  rates  by  the  Defense 
Air  Transportation  Administrator,  and 
shall  be  payable  within  ten  days  after 
receipt  of  notice  of  the  amounts  thereof 
by  the  assured.  Premiums  shall  be  paid 
to  the  Defense  Air  Transportation  Ad¬ 
ministrator  by  check  payable  to  the 
order  of  the  Treasurer  of  the  United 
States. 

§  1501.6  War  risk  insurance  underwrit¬ 
ing  agents. 

Applications  from  companies  or  groups 
of  companies  authorized  to  do  an  avia¬ 
tion  insurance  business  in  any  State  of 
the  United  States  for  appointment  as 
underwriting  agents  will  not  be  received 
until  the  Defense  Air  Transportation 
Administrator  finds  that  it  is  practical 
to  employ  such  companies  as  under¬ 
writing  agents.  The  Defense  Air  Trans¬ 
portation  Administrator  will  promulgate, 
and  publish  in  the  Federal  Register,  the 
forms  and  agreements  required  for  the 
appointment  of  underwriting  agents. 

§  1501.7  Modifications. 

The  provisions  of  this  part  may  be 
amended  or  modified  at  any  time 
by  the  Defense  Air  Transportation 
Administrator. 

Subpart  B — War  Risk  Hull  Insurance 

§  1501.100  Amounts  of  insurance  for 
which  application  may  be  made. 

An  applicant  for  war  risk  hull  insur¬ 
ance  shall  state  the  amount  of  insur¬ 
ance  desired,  but  any  payment  for  dam¬ 
age  to  or  total  loss  of  the  aircraft  will 
be  made  as  provided  in  §  1501.103. 

§  1501.101  Form  of  application. 

Applications  submitted  shall  be  in 
strict  accordance  with  one  of  the  follow¬ 
ing  forms : 

(a)  DATA  Form  No.  WRI-1  (Rev. 
11-60). 

United  States  or  America 
Department  or  Commerce 
Defense  Air  Transportation  Administration 

Application  for  Premium  War  Ri6k  Hull  and 

Liability,  Exclusive  of  Cargo,  Insurance 

Application  Is  made  for  premium  War  Risk 
Hull  and  Liability,  exclusive  of  Cargo,  Insur- 

No.  23( 


ance,  pursuant  to  Title  Xin  of  the  Federal 
Aviation  Act  of  1958,  and  In  accordance  with 
all  provisions  of  law  and  subject  to  all  limi¬ 
tations  thereoflson  the  aircraft  described  in 
the  attached  Schedule  of  Aircraft,  with  the 
understanding  that  this  application  does  not 
commit  the  Defense  Air  Transportation  Ad¬ 
ministrator  to  any  liability  or  make  the  ap¬ 
plicant  liable  for  any  premium  unless 
Insurance  Is  effected  by  the  Administrator: 

Name  of  applicant _ 

Address _ _ _ ; 

Applicant’s  interest  In  aircraft  described  is 
that  of - 


Mortgage,  or  other  encumbrance,  If  any 


Hull  loss,  if  any,  payable  to 


Hull 

Amounts  set  forth  in  the  attached  Sched¬ 
ule  of  Aircraft  as  representing  the  amount 
of  war  risk  Insurance  desired  with  respect 
to  each  of  such  aircraft  shall  be  deemed 
to  be  the  “sum  Insured’’  in  each  Instance, 
but  In  the  event  of  damage  to  or  total  loss 
of  any  such  aircraft,  the  Insured  value  shall 
not  be  in  excess  of  the  stated  valuation  for 
such  type  of  aircraft  as  determined  by  the 
Defense  Air  Transportation  Administrator  in 
accordance  with  the  provisions  of  section 
1307(a),  Title  XIII  of  the  Federal  Aviation 
Act  of  1958  (49  U.S.C.  1537(a)),  and  set 
forth  in  §  1501.103  of  Defense  Air  Trans¬ 
portation  Administration  General  Order — 
War  Risk  Insurance  (Revised)  (Part  1501, 
Title  14,  Code  of  Federal  Regulations),  and 
amendments  thereto:  Provided,  That  in  the 
event  the  “sum  insured”  be  less  than  the 
“stated  valuation”  determined  under  said 
section,  this  insurance  shall  not  be  in  excess 
of  the  lesser  amount. 

Liability 

The  type  of  coverage  required  for  the  air¬ 
craft  described  in  the  attached  Schedule  of 
Aircraft  shall  be  indicated,  and  the  limits  of 
liability  desired  for  each  of  such  coverages 
shall  be  specified,  but  such  limits  shall  not 
be  in  excess  of  the  maximum  limits  set  forth 
below  with  respect  to  such  coverages: 


Type  of  coverage 

Each  person 

Each  occurrence 

Re¬ 

quested 

Maxi¬ 

mum 

Re¬ 

quested 

Maxi¬ 

mum 

(  )  Bodily  in¬ 
jury  or 
death  (ex¬ 
cluding 
passen¬ 
gers)  . 

$300,000 

$3,000,000 

3,000,000 

3,000.000 

100,000 

(  )  Property 

damage. ... 

(  )  Bodily  in¬ 
jury  or 
death, 
passengers 
(  )  Passengers 
baggage 
and  per¬ 
sonal 

effects . 

300,000 

. 

General 


Insurance  to  attach,  in  the  event  of  out¬ 
break  of  war  between  any  of  the  four  Great 
Powers  (France,  Great  Britain  and/or  any 
of  the  British  Commonwealth  of  Nations, 
the  Union  of  Soviet  Socialist  Republics  and 
the  United  States  of  America) ,  at  and  from 
24  hours  from  midnight  G.M.T.  of  the  day 
on  which  such  outbreak  of  war  occurs. 
Nevertheless,  should  the  aircraft: 

(1)  Be  in  the  air  when  such  outbreak  of 
war  occurs,  or 

(2)  Being  at  an  airport  depart  therefrom 
as  a  measure  of  safety  in  respect  of  an  in¬ 
sured  peril  within  24  hours  of  such  outbreak 
of  war. 


this  insurance  shall  not  attach  until  mid¬ 
night  G.M.T.  of  the  day  on  which  the  air¬ 
craft  lands  wherever  such  landing  may  be 
regardless  of  whether  or  not  accidental  dam¬ 
age  has  been  sustained  by  the  aircraft. 

If  this  application  is  for  insurance  with 
respect  to  a  foreign-flag  aircraft,  it  shall  be 
accompanied  by  the  statement  specified  in 
8  1501.3  of  Defense  Air  Transportation  Ad¬ 
ministration  General  Order — War  Risk  In¬ 
surance  (Revised)  (Part  1501,  Title  14,  Code 
of  Federal  Regulations)  which  statement 
shall  be  deemed  to  be  part  .of  this  appli¬ 
cation. 

Binding  fee  (not  returnable  unless  appli¬ 
cation  is  rejected)  is  $100  per  aircraft. 

Check  payable  to  the  Treasurer  of  the 
United  States  for  the  total  amount  of  all 
binding  fees  enclosed  herewith.  ' 

Rate  of  premium  shall  be  fixed  by  the 
Defense  Air  Transportation  Administrator, 
acting  for  the  Secretary  of  Commerce. 

During  the  period  in  which  war  risk  in¬ 
surance  attaches,  aircraft  may  not  engage 
exclusively  in  air  commerce  within  the  sev¬ 
eral  States  of  the  United  States  and  the 
District  of  Columbia. 

Applicant  warrants  that  the  particulars 
herein  are  true  and  complete  to  the  best  of 
his  knowledge  and  that  no  information  has 
been  withheld  or  suppressed. 

Applicant  agrees  that  this  application  and 
the  terms  and  conditions  of  the  form  of 
policy  prescribed  by  the  Defense  Air  Trans¬ 
portation  Administrator,  acting  for  the  Sec¬ 
retary  of  Commerce,  will  constitute  the  basis 
of  any  contract  between  him  and  the  United 
States  of  America. 

Applicant . . . 

Date _ _  By _ _ _ 

■  Name  and  title 

Schedule  of  Aircraft 

(To  be  attached  to  DATA  Form  No.  WRI-1  (Rev.  11- 
60)) 

The  value 
for  which 
each  aircraft 


. 

is  current! t 

Amount  of 

insured  for 

war  risk 

risks  other 

hull 

than  war 

F.A.A. 

insurance 

risk ;  or  if 

1  ice  nee 

desired 

not  so 

Make  and 

No.  or 

for  each 

insured, 

model 

equivalent 

aircraft 

so  state 

(b)  DATA  Form  No.  WRI-1A  (11-60) . 
Unites  States  or  America 
Department  or  Commerce 
Defense  Air  Transportation  Administration 

Application  for  Non-Premium  War  Risk  Hull 
and  Liability,  Exclusive  of  Cargo,  Insurance 

Application  is  made  for  War  Risk  Hull  and 
Liability,  exclusive  of  Cargo,  Insurance,  with¬ 
out  premium,  pursuant  to  Title  XIII  of  the 
Federal  Aviation  Act  of  1958,  and  in  accord¬ 
ance  with  all  provisions  of  law  and  subject 
to  all  limitations  thereof,  on  the  aircraft 
described  in  the  attached  Schedule  of  Air¬ 
craft,  with  the  understanding  that  this  ap¬ 
plication  does  not  commit  the  Defense  Air 
Transportation  Administrator  to  any  liability 
unless  insurance  is  affected  by  the  Ad¬ 
ministrator: 

Name  of  applicant _ _ 

Address  _ — 

Date  and  number  of  applicant’s  Civil  Reserve 

Air  Fleet  Standby  Contract _ 

Applicant’s  interest  in  aircraft  described  is 
that  of  _ _ _ 


Mortgage,  or  other  encumbrance,  if  any _ 


Hull  loss,  if  any,  payable  to 


-2 


12436 


RULES  AND  REGULATIONS 


Hull 

Amounts  set  forth  In  the  attached  Sched¬ 
ule  of  Aircraft  as  representing  the  amount 
of  war  risk  Insurance  desired  with  respect 
to  each  of  such  aircraft  shall  be  deemed 
to  be  the  “sum  Insured”  In  each  Instance, 
but  In  the  event  of  damage  to  or  total  loss 
of  any  such  aircraft,  the  Insured  value  shall 
not  be  in  excess  of  the  stated  valuation  for 
such  type  of  aircraft  as  determined  by  the 
Defense  Air  Transportation  Administrator  in 
accordance  with  the  provisions  of  section 
1307(a),  Title  XIII  of  the  Federal  Aviation 
Act  of  1958  (  49  U.S.C.  1537(a) ),  and  set  forth 
In  (  1501.103  of  Defense  Air  Transportation 
Administration  General  Order — War  Risk 
Insurance  (Revised)  (part  1501,  Title  14, 
Code  of  Federal  Regulations ) ,  and  amend¬ 
ments  thereto:  Provided,  That  In  the  event 
the  “sum  Insured"  be  less  than  the  "stated 
valuation”  determined  under  said  section, 
this  Insurance  shall  not  be  in  excess  of  the 
lesser  amount. 

Liability 

The  type  of  coverage  required  for  the  air¬ 
craft  described  in  the  attached  Schedule  of 
Aircraft  shall  be  Indicated,  and  the  limits 
of  liability  desired  for  each  of  such  coverages 
shall  be  specified,  but  such  limits  shall  not 
be  in  excess  of  the  maximum  limits  set  forth 
below  with  respect  to  such  coverages: 


Type  of  coverage 

Each  person 

Each  occurrence 

Re¬ 

quested 

Maxi¬ 

mum 

Re¬ 

quested 

Maxi¬ 

mum 

(  )  Bodily  in¬ 
jury  or 
death  (ex¬ 
cluding 
passen¬ 
gers) . 

$300,000 

$3, 000,000 

3,000,000 

3, 000,000 

100,000 

(  )  Property 

damage _ 

(  )  Bodily  in¬ 
jury  or 
death,  pas¬ 
sengers _ 

300.000 

(  )  Passengers 
baggage 
and  per¬ 
sonal 

effects . 

i 

General 

Insurance  to  attach  when  a  Performance 
Notice  becomes  effective  under  applicant’s 
Civil  Reserve  Air  Fleet  Standby  Contract 
No. _ _  dated  _ _ _ 

Binding  fee  (not  returnable  unless  applica¬ 
tion  is  rejected)  Is  $100  per  aircraft. 

Check  payable  to  the  Treasurer  of  the 
United  States  for  the  total  amount  of  all 
binding  fees  enclosed  herewith. 

During  the  period  In  which  war  risk  in¬ 
surance  attaches,  aircraft  may  not  engage 
exclusively  In  air  commerce  within  the  sev¬ 
eral  States  of  the  United  States  and  the 
District  of  Columbia. 

Applicant  warrants  that  the  particulars 
herein  are  true  and  complete  to  the  best  of 
his  knowledge  and  that  no  Information  has 
been  withheld  or  suppressed. 

Applicant  agrees  that  this  application  and 
the  terms  and  conditions  of  the  form  of 
policy  prescribed  by  the  Defense  Air  Trans¬ 
portation  Administrator,  acting  for  the  Sec¬ 
retary  of  Commerce,  for  war  risk  hull  and 
liability,  exclusive  of  cargo,  Insurance  pro¬ 
vided  to  civil  air  carriers  partlcpatlng  In  the 
CRAF  program,  will  constitute  the  basis  of 
any  contract  between  him  and  the  United 
States  of  America. 


Applicant . . . 

Date  .. . .  By  ...... _ _ _ 

Name  and  title 


Schedule  of  Aircraft 

(To  be  attached  to  DATA  Form  No.  WRI-lA  (Rev.  11- 
60)) 


F.A.A. 

Amount  of 
war  risk 
kull 

insurance 

The  value 
for  wkich 
each  aircraft 
is  currently 
insured  for 
risks  other 
than  war 
risk;  or  if 

J  icense 

desired 

not  so 

Make  and 

No.  or 

for  each 

insured, 

model 

equivalent 

aircraft 

so  stale 

(c)  DATA  Form  No.  WRI-1B  (11-60). 
United  States  of  America 
Department  of  Commerce 
Defense  Air  Transportation  Administration 

Application  for  Non-Premium  War  Risk 
Hull  and  Liability,  Exclusive  of  Cargo, 
Insurance 

Application  Is  made  for  War  Risk  Hull  and 
Liability,  exclusive  of  Cargo,  Insurance, 
without  premium,  pursuant  to  Title  XIII 
of  the  Federal  Aviation  Act  of  1958,  and  In 
accordance  with  all  provisions  of  law  and 
subject  to  all  limitations  thereof,  on  the  air¬ 
craft  described  in  the  attached  Schedule  of 
Aircraft,  with  the  understanding  that  this 
application  does  not  commit  the  Defense 
Air  Transportation  Administrator  to  any 
liability  unless  Insurance  is  effected  by  the 
Administrator : 

Name  of  applicant _ 

Address _ _ 

Date  of  applicant’s  agreement  with  Depart¬ 
ment  of  State _ 

Applicant’s  Interest  in  aircraft  described  Is 

that  of _ _ 

Mortgage,  or  other  encumbrance,  If  any _ 


Hull  loss,  if  any,  payable  to. 


Type  of  coverage 

Each  person 

Each  occurrence 

f 

Re¬ 

quested 

Maxi¬ 

mum 

Re¬ 

quested 

Maxi¬ 

mum 

(  )  Bodily  in¬ 
jury  01- 
death  (ex¬ 
cluding 
passen¬ 
gers)  _ 

$300,000 

$3,000,ooo 

3,000,000 

3,000,000 

100, 000 

(  )  Property 

damage _ 

(  )  Bodily  in¬ 
jury  or 
death,  pas¬ 
sengers _ 

300,000 

(  )  Passengers 
baggage 
and  per¬ 
sonal 

effects . 

General 


Insurance  to  attach  when  the  applicant 
commences  performance  of  services  under 
Its  agreement  with  the  Department  of  State 
dated _ 

Binding  fee  (not  returnable  unless  appli¬ 
cation  Is  rejected)  Is  $100  per  aircraft. 

Check  payable  to  the  Treasurer  of  the 
United  States  for  the  total  amount  of  all 
binding  fees  enclosed  herewith. 

During  the  period  In  which  war  risk  In¬ 
surance  attaches,  aircraft  may  not  engage 
exclusively  in  air  commerce  within  the  sev¬ 
eral  States  of  the  United  States  and  the 
District  of  Columbia. 

Applicant  warrants  that  the  particulars 
herein  are  true  and  complete  to  the  best  of 
his  knowledge  and  that  no  information  has 
been  withheld  or  suppressed. 

Applicant  agrees  that  this  application  and 
the  terms  and  conditions  of  the  form  of 
policy  prescribed  by  the  Defense  Air  Trans¬ 
portation  Administrator,  acting  for  the  Sec¬ 
retary  of  Commerce,  for  war  risk  hull  and 
liability,  exclusive  of  cargo,  insurance  pro¬ 
vided  to  United  States  air  carriers  having 
agreements  with  the  Department  of  State 
will  constitute  the  basis  of  any  contract 
between  him  and  the  United  States  of 
America. 


Hull 

Amounts  set  forth  in  the  attached  Sched¬ 
ule  of  Aircraft  as  representing  the  amount  of 
war  risk  Insurance  desired  with  respect  to 
each  of  such  aircraft  shall  be  deemed  to  be 
the  “sum  insured”  in  each  instance,  but  in 
the  event  of  damage  to  or  total  loss  of  any 
such  aircraft,  the  insured  value  shall  not  be 
in  excess  of  the  stated  valuation  for  such 
type  of  aircraft  as  determined  by  the  Defense 
Air  Transportation  Administrator  In  ac¬ 
cordance  with  the  provisions  of  section 
1307(a),  Title  XIII  of  the  Federal  Aviation 
Act  of  1958  (49  U.S.C.  1537(a)),  and  set 
forth  in  §  1501.103  of  Defense  Air  Transporta¬ 
tion  Administration  General  Order — War 
Risk  Insurance  (Revised)  (Part  1501,  Title 
14,  Code  of  Federal  Regulations),  and 
amendments  thereto:  Provided,  That  in  the 
event  the  “sum  insured”  be  less  than  the 
"stated  valuation”  determined  under  said 
section,  this  Insurance  shall  not  be  in  excess 
of  the  lesser  amount. 

Liability 

The  type  of  coverage  required  for  the  air¬ 
craft  described  In  the  attached  Schedule  of 
Aircraft  shall  be  indicated,  and  the  limits  of 
liability  desired  for  each  of  such  coverages 
shall  be  specified,  but  such  limits  shall  not 
be  In  excess  of  the  maximum  limits  set  forth 
below  with  respect  to  such  coverages: 


Applicant . 

Date .  By . 

Name  and  title . 


Schedule  of  Aircraft 

(To  lie  attached  to  DATA  Form  No.  WRI-1B  (11-60)) 


F.A.A. 

Amount  of 

war  risk 
huU 

insurance 

The  value 
for  which 
each  aircraft 
is  currently 
insured  for 
risks  other 
than  war 
risk;  or  if 

License 

desired 

not  so 

Make  and 

No.  or 

for  each 

insured, 

model 

equivalent 

aircraft 

so  state 

§  1501.102  Issuance  of  interim  binder: 
its  terms  and  conditions. 

Upon  acceptance  of  an  application, 
an  interim  binder  in  the  form  of  one 
of  those  set  forth  in  §  1501.106  will  be 
issued  and  there  shall  be  deemed  to  be 
incorporated  therein  by  reference,  all  of 
the  terms,  conditions  and  warranties 
contained  in  the  standard  war  risk  hull 
insurance  policy  to  be  prescribed  by  the 


Tuesday ,  December  6,  1960 

Defense  Air  Transportation  Administra¬ 
tor  pursuant  to  the  provisions  of  §  1501.- 
107,  to  the  same  extent  as  if  such  policy 
were  made  a  part  of  the  binder.  The 
binding  fee  shall  be  $100  per  aircraft. 

§  1501.103  Sums  which  will  be  insured 
under  interim  binder. 

The  Defense  Air  Transportation  Ad¬ 
ministrator  has  found,  pursuant  to  sec¬ 
tion  1307(a)  of  the  Federal  Aviation  Act 
of  1959  (49  U.S.C.  1537(a)),  that  the 
following  values  represent  the  fair  and 
reasonable  value  of  the  aircraft  to 
which  they  apply,  and  represent  the 
maximum  amounts  for  which  the  De¬ 
fense  Air  Transportation  Administrator 
will  provide  war  risk  hull  insurance  for 
damage  to  or  total  loss  of  the  aircraft 
and  the  amounts  for  which  claims  for 
damage  to  or  total  loss  of  such  insured 
aircraft  may  be  compromised,  settled, 
adjusted,  or  paid,  by  the  Defense  Air 
Transportation  Administrator  with  re¬ 
spect  to  insurance  attaching  under  the 
standard  forms  of  war  risk  hull  insur¬ 
ance  interim  binders  prescribed  by 
S  1501.106  or  the  standard  forms  of  war 
risk  hull  insurance  policies  to  be  pre¬ 
scribed  by  the  Defense  Air  Transporta¬ 
tion  Administrator  pursuant  to  the 
provisions  of  §  1501.107: 


Aircraft  type :  Value 

DC— 4 .  $573,  911 

DC-6  .  1, 199,  852 

DC-6A  . 1,661,173 

DC-6B  . 1,561,178 

DC-7  .  1,863,000 

DC-7  (Freighter) _  1, 863,  000 

DC-7B  . .  2,000,000 

DC-7B  (Freighter) _  2, 000,  000 

DC-7C . . . . .  2, 136,  000 

DC-7C  (Freighter) . -  2,136,000 

DC-8  . . .  5,500,000 

L-049  .  1,257,707 

L-749  .  1,257,707 

L-749A .  1,495,952 

L-1049A  . . . . .  1,632,606 

L-1049C . . . . .  1,665,563 

L-1049D _ _  1,  665,  563 

L-1049H  . .  2,  111,  000 

L- 1649 A _  2,200,000 

L-1649A  (Freighter) _  2,200,000 

B-377  . . . . .  1,794,388 

B-707 — 100  _  4,  700,  000 

B-707 — 200  _  5,200,000 

B-707 — 300  _  5,  500,  000 


Revised  values  will  be  prescribed  in 
subsequent  revisions  of  this  part.  The 
latest  published  values  will  remain  in  ef¬ 
fect  until  new  ones  are  published. 

§  1501.104  Calculation  of  premiums. 

Premiums  will  be  calculated  on  the 
basis  of  the  applicable  premium  rate 
multiplied  by  the  dollar  amount  of  in¬ 
surance  in  force  during  the  period  under 
consideration. 

§  1501.105  Additional  war  risk  hull  in¬ 
surance. 

Persons  having  insurable  interests  in 
aircraft  may  obtain,  on  an  excess  basis, 
additional  war  risk  hull  insurance  in 
such  amounts  as  desired,  and  such  insur¬ 
ance  shall  not  inure  to  the  benefit  of  the 
Defense  Air  Transportation  Administra¬ 
tor  as  underwriter. 

§  1501.106  Standard  forms  of  war  risk 
hull  insurance  interim  binders. 

The  following  are  the  standard  forms 
of  war  risk  hull  insurance  interim  blnd- 


FEDERAL  REGISTER 

ers  for  premium  and  non-premium  war 
risk  hull  insurance: 

(a)  DATA  Form  No.  WRI-2  (Rev. 
11-60). 

United  States  of  America 
Department  of  Commerce 
Defense  Air  Transportation  Administration 
Interim  Binder  No.  PR-H&LWR 

The  United  States  of  America,  represented 
by  the  Defense  Air  Transportation  Adminis¬ 
trator,  acting  for  the  Secretary  of  Commerce, 
in  consideration  of  the  binding  fee  and  pre¬ 
mium  provided  for  herein,  hereby  insures,  in 
accordance  with  applicable  provisions  of  law 
and  subject  to  all  limitations  thereof,  par¬ 
ticularly  Title  XIII  of  the  Federal  Aviation 
Act  of  1958,  against  Hull  and  Liability,  ex¬ 
clusive  of  Cargo,  War  Risks  only,  subject 
to  the  conditions  stated  herein,  on  the  air¬ 
craft  described  in  the  attached  Schedule 
of  Aircraft: 

Name  of  Insured _ 

Address  _ 

Hull  loss,  if  any,  payable  to _ 


Hull 

Amounts  set  forth  in  the  Schedule  of  Air¬ 
craft  attached  to  the  Insured’s  application 
for  premium  war  risk  hull  and  liability,  ex¬ 
clusive  of  cargo,  Insurance,  a  copy  of  which 
is  attached  hereto  and  made  a  part  hereof,  as 
representing  the  amount  of  war  risk  hull 
insurance  desired  for  each  of  such  aircraft 
shall  be  deemed  to  be  the  “sum  insured”  in 
each  instance,  but  in  the  event  of  damage  to 
or  total  loss  of  any  such  aircraft,  the  insured 
value  6hall  not  be  in  excess  of  the  stated 
valuation  for  such  type  of  aircraft  as  de¬ 
termined  by  the  Defense  Air  Transportation 
Administrator  in  accordance  with  the  pro¬ 
visions  of  section  1307(a),  Title  XIII  of  the 
Federal  Aviation  Act  of  1958  (49  U.S.C.  1537 

(a)),  and  set  forth  in  §  1501.103  of  Defense 
Air  Transportation  Administration  General 
Order — War  Risk  Insurance  (Revised)  Part 
1501,  Title  14,  Code  of  Federal  Regulations), 
and  amendments  thereto:  Provided,  That  in 
the  event  the  “sum  insured”  be  less  than  the 
“stated  valuation"  determined  under  said 
section,  this  insurance  shall  not  be  in  excess 
of  the  lesser  amount. 

Liability 

Insurance  of  the  type  Indicated  and  in  the 
limits  shown  below,  such  limits  being  not  in 
excess  of  the  maximum  limits  set  forth  in 
the  insured's  application  for  premium  war 
risk  hull  and  liability,  exclusive  of  cargo, 
insurance,  is  provided  for  the  aircraft  shown 
in  the  attached  Schedule  of  Aircraft: 


Type  of  coverage 

Each 

person 

Each 

occurrence 

(  )  Uodlly  Injury  or  death 
(excluding  passengers).. 

(  )  Property  damage . 

(  )  Bodily  injury  or  death, 
passengers . 

(  )  Passengers  baggage  and 
personal  effects . 

General 


Attaching  in  the  event  of  outbreak  of  war 
between  any  of  the  four  Great  Powers 
(France,  Great  Britain  and/or  any  of  the 
British  Commonwealth  of  Nations,  the  Union 
of  Soviet  Socialist  Republics  and  the  United 
States  of  America),  at  and  from  24  hours 
from  midnight  G.m.t.  of  the  day  on  which 
such  outbreak  of  war  occurs.  Nevertheless, 
should  the  aircraft: 

(1)  Be  in  the  air  when  such  outbreak  of 
war  occurs,  or 

(2)  Being  at  an  airport  depart  therefrom 
aa  a  measure  of  safety  In  respect  to  an  ln- 
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sured  peril  within  24  hours  of  such  outbreak 
of  war, 

this  Insurance  shall  not  attach  until  mid¬ 
night  G.m.t.  of  the  day  on  which  the  aircraft 
lands  wherever  such  landing  may  be  regard¬ 
less  of  whether  or  not  accidental  damage 
has  been  sustained  by  the  aircraft. 

This  binder  shall  terminate: 

(a)  Upon  expiration  of  the  authority  of 
the  Secretary  of  Commerce  to  provide  War 
Risk  Insurance  under  Title  Xin  of  the  Fed¬ 
eral  Aviation  Act  of  1958,  or 

(b)  Within  three  years  from  its  date,  or 

(c)  Within  five  days  after  telegraphic 
notice  of  cancellation  has  been  dispatched 
to  the  Insured  by  the  Defense  Air  Trans¬ 
portation  Administrator,  or 

(d)  Upon  the  issuance  of  a  policy  by  the 
Defense  Air  Transportation  Administrator 
with  respect  to  any  insurance  bound  herein 
which  is  covered  by  that  policy, 

whichever  shall  occur  first. 

The  insurance  provided  hereunder  does 
not  cover  any  war  risks  on  persons  or  prop¬ 
erty  engaged  or  transported  exclusively  in 
air  commerce  within  the  several  States  of 
the  United  States  and  the  District  of 
Columbia. 

There  shall  be  deemed  to  be  incorporated 
herein  all  of  the  terms,  conditions,  and 
warranties  contained  in  the  applicable  war 
risk  hull  and  war  risk  liability,  exclusive  of 
cargo,  insurance  policies  prescribed  by  the 
Defense  Air  Transportation  Administrator 
pursuant  to  the  provisions  of  SS  1501.107  and 
1501.206,  respectively,  of  Defense  Air  Trans¬ 
portation  Administration  General  Order — 
War  Risk  Insurance  (Revised)  (Part  1501, 
Title  14,  Code  of  Federal  Regulations). 

The  premium  rate  for  this  insurance  shall 
be  subject  to  review  and  revision  by  the 
Defense  Air  Transportation  Administrator 
each  calendar  month.  Unless  the  revised 
premium  rate  is  accepted  in  writing  by  the 
Insured  within  ten  days  after  dispatch  of 
notice  of  the  amount  thereof,  the  Insurance 
provided  hereunder  shall  automatically 
terminate  at  the  end  of  such  ten  day  period. 
Premium  at  the  new  revised  rate  shall  be 
charged  for  the  ten  day  period  during  which 
this  insurance  remained  in  force,  unless  the 
Defense  Air  Transportation  Administrator 
receives  notice  within  such  period  of  the 
refusal  of  the  Insured  to  accept  such  new 
revised  premium  rate,  in  which  event 
premium  at  the  new  revised  rate  shall  be 
charged  for  that  portion  of  the  ten  day 
period  prior  to  receipt  of  such  notice.  Upon 
receipt  of  such  notice  of  non-acceptance, 
the  insurance  provided  hereunder  shall 
terminate,  notwithstanding  any  other  pro¬ 
vision  for  cancellation  in  this  binder.  In 
the  event  this  Insurance  is  cancelled,  or 
otherwise  terminated,  and  not  replaced  by 
a  policy,  there  shall  be  a  premium  charge 
hereunder  for  the  period  during  which  this 
insurance  has  been  in  force.  Premium  pay¬ 
ments  shall  be  made  to  the  Defense  Air 
Transportation  Administrator  by  check  pay¬ 
able  to  the  order  of  the  Treasurer  of  the 
United  States  of  America. 

In  the  event  of  any  loss  covered  by  this- 
binder,  prompt  notice  thereof  shall  be  given 
by  the  insured  to  the  Defense  Air  Transpor¬ 
tation  Administrator,  but  failure  to  give  such 
prompt  notice  because  of  wartime  conditions 
or  regulations  shall  not  prejudice  this  in¬ 
surance.  The  insurer  shall  be  subrogated 
to  all  rights  which  the  Insured  may  have 
against  any  other  person  or  entity  in  respect 
of  any  payment  made  under  this  binder  to 
the  extent  of  such  payment,  and  the  in¬ 
sured  shall,  upon  the  request  of  the  Insurer, 
execute  all  documents  necessary  to  secure 
such  rights  to  the  Insurer. 

Warranted  that  during  the  period  of  this 
binder  and  the  term  of  any  Insurance  attach¬ 
ing  hereunder  the  aircraft  is  ( 1 )  an  American 
aircraft  as  defined  in  section  1301(a),  Title 
XIII  of  the  Federal  Aviation  Act  of  1958,  or 
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RULES  AND  REGULATIONS 


(2)  a  foreign -flag  aircraft  engaged  In  air¬ 
craft  operations  deemed  by  the  Defense  Air 
Transportation  Administrator  to  be  in  the 
interest  of  the  national  defense  of  the  na¬ 
tional  economy  of  the  United  States,  and  if, 
at  any  time  during  the  binder  period  or  after 
Insurance  attached  hereunder,  the  aircraft 
shall  cease  to  come  within  either  (1)  or  (2) 
above,  this  binder  and  Insurance  provided 
hereunder  shall  automatically  terminate  at 
the  time  of  such  change  with  respect  to  such 
aircraft,  without  return  of  premium  unless 
the  Defense  Air  Transportation  Administrator 
agrees  otherwise. 

United  States  of  America, 
Bt  Defense  Air  Transporta¬ 
tion  Administrator, 

ACTING  FOR  THE  SECRE¬ 
TARY  of  Commerce. 


Date _ 

(b)  DATA  Form  WRI-2A  (11-60), 
United  States  of  America 
Department  of  Commerce 
Defense  Air  Transportation  Administration 
Interim  Binder  No.  NON-PR-H&LWR 
-  The  United  States  of  America,  represented 
by  the  Defense  Air  Transportation  Adminis¬ 
trator,  acting  for  the  Secretary  of  Commerce, 
in  consideration  of  the  agreement  of  the 
Secretary  of  Defense  to  indemnify  the  Sec¬ 
retary  of  Commerce  against  all  losses  covered 
by  war  risk  Insurance  provided,  without  pre¬ 
mium,  for  civil  air  carriers  participating  in 
the  Civil  Reserve  Air  Fleet  (CRAF)  Program, 
and  in  consideration  of  the  binding  fee  pro¬ 
vided  for  herein,  hereby  insures,  in  accord¬ 
ance  with  applicable  provisions  of  law  and 
subject  to  all  limitations  thereof,  particu¬ 
larly  Title  xm  of  the  Federal  Aviation  Act 
of  1958,  against  Hull  and  Liability,  exclusive 
of  Cargo,  War  Risks  only,  subject  to  the  con¬ 
ditions  stated  herein,  on  the  aircraft  de¬ 
scribed  in  the  attached  Schedule  of  Aircraft, 
to  be  operated  under  Civil  Reserve  Air  Fleet 
Standby  Contract  No _ _  dated _ : 

Name  of  Insured _ 

Address  _ 

Hull  loss,  if  any,  payable  to _ 


Hull 

Amounts  set  forth  in  the  Schedule  of  Air¬ 
craft  attached  to  the  insured’s  application 
for  war  risk  hull  and  liability,  exclusive  of 
cargo,  insurance,  without  premium,  a  copy 
of  which  is  attaohed  hereto  and  made  a 
part  hereof,  as  representing  the  amount  of 
war  risk  hull  insurance  desired  for  each  of 
such  aircraft  Ehall  be  deemed  to  be  the 
“sum  Insured”  in  each  Instance,  but  in  the 
event  of  damage  to  or  total  loss  of  any  such 
aircraft,  the  Insured  value  shall  not  be  in 
excess  of  the  stated  valuation  for  such  type 
of  aircraft  as  determined  by  the  Defense  Air 
Transportation  Administrator  in  accordance 
with  the  provisions  of  section  1307(a),  Title 
xm  of  the  Federal  Aviation  Act  of  1958  (49 
U.S.C.  1537(a)),  and  set  forth  in  §  1501.103 
df  Defense  Air  Transportation  Administra¬ 
tion  General  Order — War  Risk  Insurance 
(Revised)  (Part  1501,  Title  14,  Code  of  Fedr 
eral  Regulations),  and  amendments  there¬ 
to:  Provided,  That  in  the  event  the  “sum 
insured”  be  less  than  the  “stated  valua¬ 
tion”  determined  under  said  section,  this 
insurance  shall  not  be  in  excess  of  the  lesser 
amount. 

Liability 

Insurance  of  the  type  indicated  and  in  the 
limits  shown  below,  such  limits  being  not 
in  excess  of  the  maximum  limits  set  forth 
in  the  Insured's  application  for  war  risk  hull 
and  liability,  exclusive  of  cargo,  insurance, 
without  premium,  is  provided  for  the  air¬ 
craft  shown  in  the  attached  Schedule  of 
Aircraft: 


Type  of  coverage 

Each 

person 

Each 

occurrence 

(  )  Bodily  injury  or  death 
(excluding  passengers)-. 

(  )  Property  damage . 

(  J  Bodily  "injury  or  death, 

(  )  Passengers  baggage  and 

General 


Attaching  when  a  Performance  Notice  be¬ 
comes  effective  under  insured’s  Civil  Reserve 
Air  Fleet  Standby  Contract  No. - ,  dated 


This  binder  shall  terminate: 

(a)  Upon  expiration  of  the  authority  of 
the  Secretary  of  Commerce  to  provide  War 
Risk  Insurance  under  Title  XIII  of  the  Fed¬ 
eral  Aviation  Act  of  1958,  or 

(b)  Within  three  years  from  its  date,  or 

(c)  Upon  expiration  or  cancellation  of  the 
insured’s  Civil  Reserve  Air  Fleet  Standby 
Contract,  or 

(d)  Within  five  days  after  telegraphic  no¬ 
tice  of  cancellation  has  been  dispatched  to 
the  insured  by*  the  Defense  Air  Transporta¬ 
tion  Administrator,  or 

(e)  Upon  the  issuance  of  a  policy  by  the 
Defense  Air  Transportation  Administrator 
with  respect  to  any  Insurance  bound  herein 
which  is  covered  by  that  policy, 

whichever  shall  occur  first. 

The  insurance  provided  hereunder  does 
not  cover  any  war  risks  on  persons  or  prop¬ 
erty  engaged  or  transported  exclusively  in 
air  commerce  within  the  several  States  of 
the  United  States  and  the  District  of  Co¬ 
lumbia. 

There  shall  be  deemed  to  be  incorporated 
herein  all  of  the  terms,  conditions,  and  war¬ 
ranties  contained  in  the  applicable  war  risk 
hull  and  war  risk  liability,  exclusive  of  cargo, 
insurance  policies  prescribed  by  the  Defense 
Air  Transportation  Administrator  pursuant 
to  the  provisions  of  §§  1501.107  and  1501.200, 
respectively,  of  Defense  Air  Transportation 
Administration  General  Order — War  Risk 
Insurance  (Revised)  (Part  1501,  Title  14, 
Code  of  Federal  Regulations). 

In  the  event  of  any  loss  covered  by  this 
binder,  prompt  notice  thereof  shall  be  given 
by  the  insured  to  the  Defense  Air  Trans¬ 
portation  Administrator,  but  failure  to  give 
such  prompt  notice  because  of  wartime  con¬ 
ditions  *or  regulations  shall  not  prejudice 
this  Insurance.  The  insurer  shall  be  sub¬ 
rogated  to  all  rights  which  the  insured  may 
have  against  any  other  person  or  entity  in  re¬ 
spect  of  any  payment  made  under  this 
binder,  to  the  extent  of  such  payment  and 
the  insured  shall,  upon  the  request  of  the 
insurer,  execute  all  documents  necessary  to 
secure  such  rights  to  the  insurer. 

Warranted  that  during  the  period  of  this 
binder  and  the  term  of  any  insurance  at¬ 
taching  hereunder  the  aircraft  is  an  Ameri¬ 
can  aircraft  as  defined  in  section  1301(a), 
Title  XIII  of  the  Federal  Aviation  Act  of 
1958,  and  if,  at  any  time  during  the  binder 
period  or  after  insurance  attaches  hereunder, 
the  aircraft  shall  cease  to  be  an  American 
aircraft  as  so  defined,  or  ceases  to  be  under 
the  insured’s  Civil  Reserve  Air  Fleet  Standby 
Contract,  this  binder  and  insurance  provided 
hereunder  shall  automatically  terminate  at 
the  time  of  such  change  with  respect  to  such 
aircraft,  without  return  of  binding  fee  unless 
the  Defense  Air  Transportation  Administra¬ 
tor  agrees  otherwise. 

United  States  of  America, 
By  Defense  Air  Transporta¬ 
tion  Administrator,  Act¬ 
ing  for  the  Secretary  of 
Commerce. 


(c)  DATA  Form  WRI-2B  (11-60). 
United  States  of  America 
Department  of  Commerce 
Defense  Air  Transportation  Administration 
Interim  Binder  No.  NON-PR-H&LWR 

The  United  States  of  America,  represented 
by  the  Defense  Air  Transportation  Adminis¬ 
trator,  acting  for  the  Secretary  of  Commerce, 
in  consideration  of  the  agreement  of  the 
Secretary  of  State  to  indemnify  the  Secretary 
of  Commerce  against  all  losses  covered  by  war 
risk  insurance  provided,  without  premium, 
for  United  States  air  carriers  having  agree¬ 
ments  with  the  Department  of  State  for 
the  continuation  of  regularly  scheduled  serv¬ 
ice  or  the  provision  of  charter  service,  and 
in  consideration  of  the  binding  fee  provided 
for  herein,  hereby  insures,  in  accordance  with 
applicable  provisions  of  law  and  subject  to 
all  limitations  thereof,  particularly  Title 
XIII  of  the  Federal  Aviation  Act  of  1958, 
against  Hull  and  Liability,  exclusive  of  Cargo, 
War  Risks  only,  subject  to  the  conditions 
stated  herein,  on  the  aircraft  described  in 
the  attached  Schedule  of  Aircraft  to  be  oper¬ 
ated  under  an  agreement  with  the  Depart¬ 
ment  of  State  dated - - 

Name  of  Insured _ 

Address _ 

Hull  loss,  if  any,  payable  to - 


Hull 

Amounts  set  forth  in  the  Schedule  of  Air¬ 
craft  attached  to  the  Insured’s  application 
for  war  risk  hull  and  liability,  exclusive  of 
cargo,  insurance,  without  premium,  a  copy 
of  which  is  attached  hereto  and  made  a 
part  hereof,  as  representing  the  amount  of 
war  risk  hull  Insurance  desired  for  each  of 
such  aircraft  shall  be  deemed  to  be  the 
“sum  insured”  in  each  instance,  but  in  the 
event  of  damage  to  or  total  loss  of  any  such 
aircraft,  the  insured  value  shall  not  be  in 
excess  of  the  stated  valuation  for  such  type 
of  aircraft  as  determined  by  the  Defense 
Air  Transportation  Administrator  in  accord¬ 
ance  with  the  provisions  of  section  1307(a), 
Title  XIII  of  the  Federal  Aviation  Act  of  1958 
(49  U.S.C.  1537(a)),  and  set  forth  in 
§  1501.103  of  Defense  Air  Transportation  Ad¬ 
ministration  General  Order — War  Risk  In¬ 
surance  (Revised)  (Part  1501,  Title  14,  Code 
of  Federal  Regulations),  and  amendments 
thereto:  Provided,  That  in  the  event  the 
“sum  insured”  be  less  than  the  “stated  valu¬ 
ation”  determined  under  said  section,  this 
insurance  shall  not  be  in  excess  of  the  lesser 
amount. 

Liability 

Insurance  of  the  type  indicated  and  in  the 
limits  shown  below,  such  limits  being  not  in 
excess  of  the  maximum  limits  set  forth  in 
the  insured's  application  for  war  risk  hull 
and  liability,  exclusive  of  cargo,  insurance, 
without  premium,  is  provided  for  the  air¬ 
craft  shown  in  the  attached  Schedule  of 
Aircraft: 


Type  of  coverage 

Each 

person 

Each 

occurrence 

(  )  Bodily  injury  or  death 

(  )  Bodily  injury  or  death, 

(  )  Passengers  baggage  and 

General 


Attaching  when  the  insured  commences 
performance  of  services  under  its  agree¬ 
ment  with  the  Department  of  State  dated 


This  binder  shall  terminate: 

(a)  Upon  expiration  of  the  authority  of 
the  Secretary  of  Commerce  to  provide  War 


Date 


(Defense  Air  Transporta¬ 
tion  Administrator) 
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Risk  Insurance  under  Title  XIII  of  the  Fed¬ 
eral  Aviation  Act  of  1958,  or 

(b)  Within  three  years  from  its  date,  or 

ic)  Upon  expiration  or  cancellation  of  the 
insured’s  agreement  with  the  Department 
of  State  dated - -  or 

(d)  Within  five  days  after  telegraphic 
notice  of  cancellation  has  been  dispatched 
to  the  insured  by  the  Defense  Air  Transpor¬ 
tation  Administrator,  or 

(e)  Upon  issuance  of  a  policy  by  the  De¬ 
fense  Air  Transportation  Administrator  with 
respect  to  any  insurance  bound  herein  which 
is  covered  by  that  policy. 

whichever  shall  occur  first. 

The  insurance  provided  hereunder  does 
not  cover  any  war  risks  on  persons  or  prop¬ 
erty  engaged  or  transported  exclusively  in 
air  commerce  within  the  several  States  of  the 
United  States  and  the  District  of  Columbia. 

There  shall  be  deemed  to  be  incorporated 
herein  all  of  the  terms,  conditions,  and 
warranties  contained  in  the  applicable  war 
risk  hull  and  war  risk  liability,  exclusive  of 
cargo,  insurance  policies  prescribed  by  the 
Defense  Air  Transportation  Administrator 
pursuant  to  the  provisions  of  §§  1501.107  and 
1501.206,  respectively,  of  Defense  Air  Trans¬ 
portation  Administration  General  Order — 
War  Risk  Insurance  (Revised)  (Part  1501, 
Title  14,  Code  of  Federal  Regulations). 

In  the  event  of  any  loss  covered  by  this 
binder,  prompt  notice  thereof  shall  «toe  given 
by  the  insured  to  the  Defense  Air  Trans¬ 
portation  Administrator,  but  failure  to  give 
such  prompt  notice  because  of  wartime  con¬ 
ditions  or  regulations  shall  not  prejudice  this 
Insurance.  The  Insurer  shall  be  subrogated 
to  all  rights  which  the  insured  may  have 
against  any  other  person  or  entity  in  respect 
to  any  payment  made  under  this  binder  to 
the  extent  of  such  payment,  and  the  insured 
shall,  upon  the  request  of  the  Insurer,  ex¬ 
ecute  all  documents  necessary  to  secure  such 
rights  to  the  insurer. 

Warranted  that  during  the  period  of  this 
binder  and  the  term  of  any  insurance  at¬ 
taching  hereunder  the  aircraft  is  an  Ameri¬ 
can  Aircraft  as  defined  in  section  1301(a), 
Title  XIII  of  the  Federal  Aviation  Act  of  1958, 
and  if  at  any  time  dining  the  binder  period 
or  after  insurance  attaches  hereunder,  the 
aircraft  shall  cease  to  be  an  American  air¬ 
craft  as  so  defined,  or  ceases  to  be  under  the 
agreement  with  the  Department  of  State,  this 
binder  and  Insurance  provided  hereunder 
shall  automatically  terminate  at  the  time 
of  such  change  with  respect  to  such  aircraft, 
without  Return  of  binding  fee  unless  the  De¬ 
fense  Air  Transportation  Administrator 
agrees  otherwise. 


state  the  limits  of  liability  desired,  but 
such  limits  shall  not  exceed  the 
following: 


Coverage 

Each 

person 

Each 

occurrence 

Bodily  Injury  or  death  (ex¬ 
cluding  passengers) . 

$300,000 

$3,000,000 

3,000,000 

3,000,000 

100,000 

Property  damage. . . ... 

Bodily  Injury  or  death,  pas¬ 
sengers . 

300,000 

Passengers  baggage  and  per¬ 
sonal  effects _ _ 

§  1501.201  Form  of  applications. 


Applications  submitted  shall  be  in 
strict  acccordance  with  the  forms  set 
forth  in  §1501.101. 

§  1501.202  Issuance  of  interim  binder  t 
its  terms  and  conditions. 

Upon  acceptance  of  an  application,  an 
interim  binder  in  the  form  of  one  of 
those  set  forth  in  §1501.106  will  be  issued, 
and  there  shall  be  deemed  to  be  incor¬ 
porated  therein  by  reference  all  of  the 
terms,  conditions  and  warranties  con¬ 
tained  in  the  standard  war  risk  liability 
insurance,  exclusive  of  cargo  liability, 
policy  to  be  prescribed  by  the  Defense 
Air  Transportation  Administrator,  pur¬ 
suant  to  the  provisions  of  §  1501.206,  to 
the  same  extent  as  if  such  policy  were 
made  a  part  of  the  binder.  The  binding 
fee  of  $100  per  aircraft  set  forth  in 
§  1501.102  for  war  risk  hull  insurance 
shall  also  cover  the  cost  of  binding  war 
risk  liability  insurance,  exclusive  of 
cargo  liability. 

§  1501.205  Sums  which  will  be  insured 
under  interim  binder. 

The  sums  insured  shall  not  be  in  ex¬ 
cess  of  those  set  forth  in  §  1501.200. 

§  1501.204  Calculation  of  premiums. 

Premiums  for  Bodily  Injury  or  Death 
(Excluding  Passengers)  and  Property 
Damage  liability  will  be  calculated  by 
multiplying  the  applicable  premium  rate 
by  airplane  miles.  Premiums  for  Bodily 
Injury  or  Death,  Passengers,  and  Pas¬ 
sengers  Baggage  and  Personal  Effects 
liability  will  be  calculated  by  multiplying 
the  applicable  premium  rate  by  passen¬ 
ger  miles. 


United  States  op  America, 
By  Defense  Air  Transporta- 
t  i  o  n  Administrator, 

ACTING  FOR  THE  SECRE¬ 
TARY  op  Commerce. 


D£te 


(Defense  Air  Transportation 
Administrator) 


§  1501.107  Standard  forms  of  war  risk 
hull  insurance  policies. 

Standard  forms  of  war  risk  hull  insur¬ 
ance  policies  for  premium  and  non¬ 
premium  insurance  will  be  prescribed  by 
the  Defense  Air  Transportation  Admin¬ 
istrator,  and  published  in  the  Federal 
Register  as  an  amendment  to  this 
section. 


Subpart  C — War  Risk  Liability  Insur¬ 
ance,  Exclusive  of  Cargo  Liability 

§  1501.200  Limits  of  liability  insurance 
for  which  application  may  be  made. 


§  1501.205  Standard  forms  of  war  risk 
liability  insurance,  exclusive  of  cargo 
liability,  interim  binders. 

The  standard  forms  of  war  risk  liabil¬ 
ity  insurance,  exclusive  of  cargo  liability, 
interim  binders  for  premium  and  non¬ 
premium  insurance  shall  be  those  set 
forth  in  §  1501.106. 

§  1501.206  Standard  forms  of  war  risk 
liability  insurance,  exclusive  of  cargo 
liability,  policies. 

Standard  forms  of  war  risk  liability 
insurance,  exclusive  of  cargo  liability, 
policies  for  premium  and  non-premium 
insurance  will  be  prescribed  by  the  De¬ 
fense  Air  Transportation  Administrator, 
and  published  in  the  Federal  Register 
as  an  amendment  to  this  section. 

Subpart  D — War  Risk  Carriers  Liability 
to  Cargo  Insurance 

§  1501.300  Limits  of  liability  insurance 
for  which  application  may  be  made. 


Applicants  for  war  risk  liability  insur-  Applicants  for  war  risk  carriers  liabil- 
ance,  exclusive  of  cargo  liability,  shall  ity  to  cargo  insurance  shall  state  the 


limits  of  liability  desired,  but  the  limit 
for  any  one  accident  shall  not  exceed 
$1,000,000.00. 

§  1501.301  Form  of  application. 

Applications  submitted  shall  be  in 
strict  accordance  with  one  of  the  follow¬ 
ing  forms : 

(a)  DATA  Form  No.  WRI-6 
(Rev.  11-60). 

United  States  op  America 
Department  or  Commerce 
Defense  Air  Transportation  Administration 

Application  for  Premium  War  Risk  Carriers 
Liability  to  Cargo  Insurance 
Application  is  made  for  premium  War  Risk 
Carriers  Liability  to  Cargo  Insurance,  pur¬ 
suant  to  Title  xm  of  the  Federal  Aviation 
Act  of  1958,  and  in  accordance  with  all  pro¬ 
visions  of  law  and  subject  to  all  limitations 
thereof,  on  the  aircraft  described  in  the  at¬ 
tached  Schedule  of  Aircraft,  with  the  un¬ 
derstanding  that  this  application  does  not 
commit  the  Defense  Air  Transportation  Ad¬ 
ministrator  to  any  liability  or  make  the  ap¬ 
plicant  liable  for  any  premium  unless  in¬ 
surance  is  effected  by  the  Administrator: 

Name  of  applicant _ 

Address _ _ _ _ _ 

Loss,  if  any,  payable  to _ 


Limits  of  liability  desired  for  each  of  the 
aircraft  described  in  the  attached  Schedule 
of  Aircraft  shall  be  specified,  but  the  limit  for 
any  one  accident  shall  not  exceed  $1,000,000. 

Insurance  to  attach,  in  the  event  of  out¬ 
break  of  war  between  any  of  the  four  Great 
Powers  (France,  Great  Britain  and/or  any  of 
the  British  Commonwealth  of  Nations,  the 
Union  of  Soviet  Socialist  Republics  and  the 
United  States  of  America),  at  and  from  24 
hours  from  midnight  G.M.T.  of  the  day  on 
which  such  outbreak  of  war  occurs.  Never¬ 
theless,  should  the  aircraft: 

(1)  Be  in  the  air  when  such  outbreak  of 
war  occurs,  or 

(2)  Being  at  an  airport  depart  therefrom 
as  a  measure  of  safety  in  respect  to  an  in¬ 
sured  peril  within  24  hours  of  such  outbreak 
of  war, 

this  Insurance  shall  not  attach  until  mid¬ 
night  G.m.t.  of  the  day  on  which  the  aircraft 
lands  wherever  such  landing  may  be  re¬ 
gardless  of  whether  or  not  accidental  dam¬ 
age  has  been  sustained  by  the  aircraft. 

If  this  application  is  for  insurance  with 
respect  to  a  foreign-flag  aircraft,  it  shall  be 
accompanied  by  the  statement  specified  in 
§  1501.3  of  Defense  Air  Transportation  Ad¬ 
ministration  General  Order — War  Risk  In¬ 
surance  (Revised)  (Part  1501,  Title  14,  Code 
of  Federal  Regulations)  which  statement 
shall  be  deemed  to  be  a  part  of  this 
application. 

Binding  fee  (not  returnable  unless  applica¬ 
tion  is  rejected)  is  $25  per  aircraft. 

Check  payable  to  the  Treasurer  of  the 
United  States  for  the  total  amount  of  all 
binding  fees  enclosed  herewith. 

Rate  of  premium  shall  be  fixed  by  the  De¬ 
fense  Air  Transportation  Administrator,  act¬ 
ing  for  the  Secretary  of  Commerce. 

During  the  period  in  which  war  risk  insur¬ 
ance  attaches,  aircraft  may  not  engage  ex¬ 
clusively  in  air  commerce  within  the  sev¬ 
eral  States  of  the  United  States  and  the 
District  of  Columbia. 

Applicant  warrants  that  the  particulars 
herein  are  true  and  complete  to  the  best  of 
his  knowledge  and  that  no  information  has 
been  withheld  or  suppressed. 

Applicant  agrees  that  this  application  and 
the  terms  and  conditions  of  the  form  of 
policy  prescribed  by  the  Defense  Air  Trans¬ 
portation  Administrator,  acting  for  the  Sec¬ 
retary  of  Commerce  will  constitute  the  basis 
of  any  contract  between  him  and  the  United 
States  of  America. 
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Applicant . 

Date .  By . 

Namo  and  Title 

Schedule  of  Aircraft 

(To  Its  attached  to  DATA  Form  No.  WRI-4  (Rev. 
11-60)) 

F.A~A.  License  Limits  of  UabQ- 

No.  or  equina-  ity  desired  for 
Make  and  model  lent  each  aircraft 


(2b)  DATA  Form  No.  WRI-6A 
(11-60). 

United  States  or  America 


§  1501.302  Issuance  of  interim  binder: 
its  terms  and  conditions. 

Upon  acceptance  of  an  application, 
an  interim  binder  in  the  form  of  one 
of  those  set  forth  in  §  1501.305  will  be 
Issued,  and  there  shall  be  deemed  to  be 
incorporated  therein  by  reference  all 
of  the  terms,  conditions  and  warranties 
contained  in  the  standard  war  risk  car¬ 
riers  liability  to  cargo  insurance  policies 
to  be  prescribed  by  the  Defense  Air 
Transportation  Administrator,  pursuant 
to  the  provisions  of  §  1501.306,  to  the 
same  extent  as  if  such  policies  were 
made  a  part  of  the  binder.  The  binding 
fee  shall  be  $25  per  aircraft. 


Department  of  Commerce 
Defense  Air  Transportation  Administration 


§  1501.303  Sums  which  will  be  insured 
under  interim  binder. 


Application  for  Non-Premium  War  Risk  Car¬ 
riers  Liability  to  Cargo  Insurance 

Application  is  made  for  War  Risk  Carriers 
Liability  to  Cargo  Insurance,  without  pre¬ 
mium,  pursuant  to  Title  xm  of  the  Federal 
Aviation  Act  of  1958,  and  in  accordance  with 
all  provisions  of  law  and  subject  to  all  limita¬ 
tions  thereof,  on  the  aircraft  described  in 
the  attached  Schedule  of  Aircraft,  with  the 
understanding  that  this  application  does  not 
commit  the  Defense  Air  Transportation  Ad¬ 
ministrator  to  any  liability  unless  insurance 
is  effected  by  the  Administrator: 

Name  of  applicant _ 

Address _ 

Date  of  applicant’s  agreement  with  Depart¬ 
ment  of  State  _ 

Loss,  if  any,  payable  to _ 


Limits  of  liability  desired  for  each  of  the 
aircraft  described  in  the  attached  Schedule 
of  Aircraft  shall  be  specified,  but  the  limit 
for  any  one  accident  shall  not  exceed 
$1,000,000.00. 

Insurance  to  attach  when  the  applicant 
commences  performance  of  services  under  its 
agreement  with  the  Department  of  State 
dated _ _ 

Binding  fee  (not  returnable  unless  appli¬ 
cation  is  rejected)  is  $25  per  aircraft. 

Check  payable  to  the  Treasurer  of  the 
United  States  for  the  total  amount  of  all 
binding  fees  enclosed  herewith. 

During  the  period  in  which  war  risk  in¬ 
surance  attaches,  aircraft  may  not  engage 
exclusively  in  air  commerce  within  the  sev¬ 
eral  States  of  the  United  States  and  the 
District  of  Columbia. 

Applicant  warrants  that  the  particulars 
herein  are  true  and  complete  to  the  best  of 
his  knowledge  and  that  no  Information  has 
been  withheld  or  suppressed. 

Applicant  agrees  that  this  application  and 
the  terms  and  conditions  of  the  form  of 
policy  prescribed  by  the  Defense  Air  Trans¬ 
portation  Administrator,  acting  for  the 
Secretary  of  Commerce,  for  war  risk  car¬ 
riers  liability  to  cargo  insurance  provided  to 
United  States  air  carriers  having  agree¬ 
ments  with  the  Department  of  State,  will 
constitute  the  basis  of  any  contract  be¬ 
tween  him  and  the  United  States  of 
America. 

Applicant . 

Date .  By . 

Name  and  title 

Schedule  of  Aircraft 

(To  be  attached  to  DATA  Form  No.  WRI-6A  (11-60)) 

F.A.A.  License  Limitt  of  liabil- 

No.  or  equina-  ity  desired  for 
Make  and  model  lent  each  aircraft 

!  ....... .  . . . . 

.........  .....  ... 


The  sums  insured  shall  be  those  stated 
in  the  application,  but  the  liability  for 
any  one  accident  shall  not  exceed 
$1,000,000.00. 

§  1501.304  Calculation  of  premiums. 

Premiums  will  be  calculated  by  multi¬ 
plying  the  applicable  premium  rate  by 
the  gross  revenue  received  by  the  insured 
for  the  transportation  of  cargo. 

§  1501.305  Standard  forms  of  war  risk 
carriers  liability  to  cargo  insurance 
interim  binders. 

The  following  are  the  standard  forms 
of  carriers  liability  to  cargo  insurance 
interim  binders  for  premium  and  non¬ 
premium  war  risk  carriers  liability  to 
cargo  insurance : 

(b)  DATA  Form  No.  WRI-7  (Rev. 
11-60). 

United  States  or  America 
Department  of  Commerce 
Defense  Air  Transportation  Administration 
Interim  Binder  No.  PR-CLWR 

The  United  States  of  America,  represented 
by  the  Defense  Air  Transportation  Admin¬ 
istrator,  acting  for  the  Secretary  of  Com¬ 
merce,  in  consideration  of  the  binding  fee 
and  premium  provided  for  herein,  hereby 
insures,  in  accordance  with  applicable  pro¬ 
visions  of  law  and  subject  to  all  limitations 
thereof,  particularly  Title  XIII  of  the  Federal 
Aviation  Act  of  1958,  against  Carriers  Liabil¬ 
ity  to  Cargo  War  Risks  only,  subject  to  the 
conditions  stated  herein,  on  the  aircraft 
described  in  the  attached  Schedule  of 
Aircraft : 

Name  of  Insured _ 

Address  _ _ _ 

Loss,  if  any,  payabe  to _ _ _ 


Limits  of  liability  set  forth  in  the  Sched¬ 
ule  of  Aircraft  attached  to  the  insured’s 
application  for  premium  war  rlek  carriers 
liabUity  to  cargo  insurance,  a  copy  of  which 
is  attached  hereto  and  made  a  part  hereof, 
as  representing  the  limits  of  liability  in¬ 
surance  desired  for  each  of  such  aircraft 
shall  be  the  sums  Insured,  but  liability 
for  any  one  accident  shall  not  exceed 
$1,000,000.00. 

Attaching  in  the  event  of  outbreak  of  war 
between  any  of  the  four  Great  Powers 
(France,  Great  Britain  and/or  any  of  the 
British  Commonwealth  of  Nations,  the  Union 
of  Soviet  Socialist  Republics  and  the  United 
States  of  America),  at  and  from  24  hours 
from  midnight  GMT  of  the  day  on  which 
such  outbreak  of  war  occurs.  Nevertheless, 
should  the  aircraft: 

(1)  Be  in  the  air  when  such  outbreak  of 
war  occurs,  or 


(2)  Being  at  an  airport  depart  therefrom 
as  a  measure  of  safety  in  respect  to  an  in. 
sured  peril  within  24  hours  of  such  outbreak 
of  war, 

this  Insurance  shall  not  attach  until  mid¬ 
night  G.m.t.  of  the  day  on  which  the  aircraft 
lands  wherever  such  landing  may  be  regard- 
less  of  whether  or  not  accidental  damage  has 
been  sustained  by  the  aircraft. 

This  binder  shall  terminate : 

(a)  Upon  expiration  of  the  authority  of  the 
Secretary  of  Commerce  to  provide  War  Risk 
Insurance  under  Title  XIII  of  the  Federal 
Aviation  Act  of  1958,  or 

(b)  Within  three  years  from  its  date,  or 

(c)  Within  five  days  after  telegraphic  no¬ 
tice  of  cancellation  has  been  dispatched  to 
the  Insured  by  the  Defense  Air  Transporta¬ 
tion  Administrator,  or 

(d)  Upon  the  Issuance  of  a  policy  by  the 
Defense  Air  Transportation  Administrator 
with  respect  to  any  Insurance  bound  herein 
which  is  covered  by  that  policy, 

whichever  shall  occur  first. 

The  insurance  provided  hereunder  does  not 
cover  any  war  risks  on  persons  or  property 
engaged  or  transported  exclusively  in  air 
commerce  within  the  several  States  of  the 
United  States  and  the  District  of  Columbia. 

There  shall  be  deemed  to  be  incorporated 
herein  all  of  the  terms,  conditions,  and  war¬ 
ranties  contained  in  the  applicable  war  risk 
carriers  liability  to  cargo  Insurance  policies 
prescribed  by  the  Defense  Air  Transportation 
Administrator  pursuant  to  the  provisions  of 
5  1501.306  of  Defense  Air  Transportation  Ad¬ 
ministration  General  Order — War  Risk  In¬ 
surance  (Revised)  (Part  1501,  Title  14,  Code 
of  Federal  Regulations) . 

The  premium  rate  for  this  Insurance  shall 
be  subject  to  review  and  revision  by  the  De¬ 
fense  Air  Transportation  Administrator  each 
calendar  month.  Unless  the  revised  pre¬ 
mium  rate  is  accepted  in  writing  by  the  in¬ 
sured  within  ten  days  after  dispatch  of 
notice  of  the  amount  thereof,  the  Insurance 
provided  hereunder  shall  automatically 
terminate  at  the  end  of  such  ten  day  period. 
Premium  at  the  new  revised  rate  shall  be 
charged  for  the  ten  day  period  during  which 
this  insurance  remained  in  force,  unless  the 
Defense  Air  Transportation  Administrator 
receives  notice  within  such  period  or  the 
refusal  of  the  Insured  to  accept  such  new  re- 
vided  hereunder  shall  terminate,  notwl th¬ 
at  the  new  revised  rate  shall  be  charged  fat 
that  portion  of  the  ten  day  period  prior  to 
receipt  of  such  notice.  Upon  receipt  of  such 
notice  of  non-acceptance,  the  insurance  pro¬ 
vided  hereunder  shall  terminate,  notwith¬ 
standing  any  other  provision  for  cancellation 
in  this  binder.  In  the  event  this  Insurance 
is  cancelled,  or  otherwise  terminated,  and  not 
replaced  by  a  policy,  there  shall  be  a  premium 
charge  hereunder  for  the  period  during  which 
this  Insurance  has  been  in  force.  Premium 
payments  shall  be  made  to  the  Defense  Air 
Transportation  Administrator  by  check  pay¬ 
able  to  the  order  of  the  Treasurer  of  the 
United  States  of  America. 

In  the  event  of  any  loss  covered  by  this 
binder,  prompt  notice  thereof  shall  be  given 
by  the  insured  to  the  Defense  Air  Transpor¬ 
tation  Administrator,  but  failure  to  give  such 
prompt  notice  because  of  wartime  conditions 
or  regulations  shall  not  prejudice  this  insur¬ 
ance.  The  insurer  shall  be  subrogated  to  all 
rights  which  the  Insured  may  have  against 
any  other  person  or  entity  in  respect  of  any 
payment  made  under  this  binder  to  the  ex¬ 
tent  of  such  payment,  and  the  Insured  shall, 
upon  the  request  of  the  insurer,  execute  all 
documents  necessary  to  secure  such  rights 
to  the  Insurer. 

Warranted  that  during  the  period  of  this 
binder  and  the  term  of  any  Insurance  at¬ 
taching  hereunder  the  aircraft  is  (1)  an 
American  aircraft  as  defined  in  Section  1301 
(a).  Title  XIII  of  the  Federal  Aviation  Act  of 
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1958,  or  (2)  a  foreign-flag  aircraft  engaged 
in  aircraft  operations  deemed  by  the  Defense 
Air  Transportation  Administrator  to  be  in 
the  interest  of  the  national  defense  or  the 
national  economy  of  the  United  States,  and 
f  at  any  time  during  the  binder  period  or 
after  insurance  attaches  hereunder,  the  air¬ 
craft  shall  cease  to  come  within  either  (1) 
or  (2)  above,  or  ceases  to  be  operated  by  the 
insured,  this  binder  and  insurance  provided 
hereunder  shall  automatically  terminate  at 
the  time  of  such  change  with  respect  to  such 
aircraft,  without  return  of  premium  unless 
the  Defense  Air  Transportation  Administra¬ 
tor  agrees  otherwise. 

United  States  of  America, 
By  Defense  Air  Transporta¬ 
tion  Administrator,  Act¬ 
ing  for  the  Secretary 
of  Commerce. 


(Defense  Air  Transporta¬ 
tion  Administrator) 

Date - 

(b)  DATA  Form  No.  WRI-7A  (11-60) . 
United  States  of  America 
Department  of  Commerce 
Defense  Air  Transportation  Administration 
Interim  Binder  No.  NON-PR-CLWR 

The  United  States  of  America,  represented 
by  the  Defense  Air  Transportation  Admin¬ 
istrator,  acting  for  the  Secretary  of  Com¬ 
merce,  in  consideration  of  the  agreement  of 
the  Secretary  of  State  to  indemnify  the 
Secretary  of  Commerce  against  all  losses 
covered  by  war  risk  insurance  provided, 
without  premium,  for  United  States  air  car¬ 
riers  having  agreements  with  the  Depart¬ 
ment  of  State  for  the  continuation  of  reg¬ 
ularly  scheduled  service  or  the  provision  of 
charter  service,  and  in  consideration  of  the 
binding  fee  provided  for  herein,  hereby  in¬ 
sures,  in  accordance  with  applicable  provi¬ 
sions  of  law  and  subject  to  all  limitations 
thereof,  particularly  Title  XIII  of  the  Fed¬ 
eral  Aviation  Act  of  1958,  against  Carriers 
Liability  to  Cargo  War  Risks  only,  subject  to 
the  conditions  stated  herein,  on  the  aircraft 
described  In  the  attached  Schedule  of  Air¬ 
craft  to  be  operated  under  an  agreement 
with  the  Department  of  State  dated 


Name  of  Insured  _ 

Address  _ 

Loss,  if  any,  payable  to 


Limits  of  liability  set  forth  in  the  Schedule 
of  Aircraft  attached  to  the  insured’s  applica¬ 
tion  for  war  risk  carriers  liability  to  cargo 
Insurance,  without  premium,  a  copy  of  which 
is  attached  hereto  and  made  a  part  hereof, 
as  representing  the  limits  of  liability  insur¬ 
ance  desired  for  each  of  such  aircraft  shall 
be  the  sums  insured,  but  liability  for  any 
one  accident  shall  not  exceed  $1,000,000.00. 

Attaching  when  the  Insured  commences 
performance  of  services  under  its  agreement 
with  the  Department  of  State  dated _ 

This  binder  shall  terminate: 

(a)  Upon  expiration  of  the  authority  of 
the  Secretary  of  Commerce  to  provide  War 
Risk  Insurance  under  Title  XIII  of  the  Fed¬ 
eral  Aviation  Act  of  1958,  or 

(b)  Within  three  years  from  its  date,  or 

(c)  Upon  expiration  or  cancellation  of  the 

insured’s  agreement  with  the  Department  of 
State  dated _ _  or 

(d)  Within  five  days  after  telegraphic  no¬ 
tice  of  cancellation  has  been  dispatched  to 
the  insured  by  the  Defense  Air  Transporta¬ 
tion  Administrator,  or 


(e)  Upon  the  issuance  of  a  policy  by  the 
Defense  Air  Transportation  Administrator 
with  respect  to  any  insurance  bound  herein 
which  is  covered  by  that  policy, 

whichever  shall  occur  first. 

The  insurance  provided  hereunder  does  not 
cover  any  war  risks  on  persons  or  property 
engaged  or  transported  exclusively  in  air 
commerce  within  the  several  States  of  the 
United  States  and  the  District  of  Columbia. 

There  shall  be  deemed  to  be  Incorporated 
herein  all  of  the  terms,  conditions,  and  war¬ 
ranties  contained  in  the  applicable  war  risk 
carriers  liability  to  cargo  insurance  policies 
prescribed  by  the  Defense  Air  Transportation 
Administrator  pursuant  to  the  provisions  of 
§  1501.306  of  Defense  Air  Transportation  Ad¬ 
ministration  Oeneral  Order — War  Risk  In¬ 
surance  (Revised)  (Part  1501,  Title  14,  Code 
of  Federal  Regulations ) . 

In  the  event  of  any  loss  covered  by  this 
binder,  prompt  notice  thereof  shall  be  given- 
by  the  insured  to  the  Defense  Air  Trans¬ 
portation  Administrator,  but  failure  to  give 
such  prompt  notice  because  of  wartime  con¬ 
ditions  6r  regulations  shall  not  prejudice 
this  insurance.  The  insurer  shall  be  subro¬ 
gated  to  all  rights  which  the  insured  may 
have  against  any  other  person  or  entity  in 
respect  to  any/ payment  made  under  this 
binder  to  the  extent  of  such  payment,  and 
the  insured  shall,  upon  the  request  of  the 
insurer,  execute  all  documents  necessary  to 
secure  such  rights'  to  the  insurer. 

Warranted  that  during  the  period  of  this 
binder  and  the  term  of  any  Insurance  at¬ 
taching  hereunder  the  aircraft  is  an  Ameri¬ 
can  aircraft  as  defined  in  section  1301(a), 
Title  XIII  of  the  Federal  Aviation  Act  of 
1958,  and  if,  at  any  time  during  the  binder 
period  or  after  insurance  attaches  hereun¬ 
der,  the  aircraft  shall  cease  to  be  an  Ameri¬ 
can  aircraft  as  so  defined,  or  ceases  to  be 
under  the  agreement  with  the  Department 
of  State,  this  binder  and  insurance  provided 
hereunder  shall  automatically  terminate  at 
the  time  of  such  change  with  respect  to 
such  aircraft,  without  return  of  binding  fee 
unless  the  Defense  Air  Transportation  Ad¬ 
ministrator  agrees  otherwise. 

United  States  of  America, 
By  Defense  An  Transporta¬ 
tion  Administrator,  Act¬ 
ing  for  the  Secretary  of 
Commerce. 


(Defense  Air  Transpor¬ 
tation  Administrator ) 

Date _ 

§  1501.306  Standard  forms  of  war  risk 
carriers  liability  to  cargo  insurance 
policies. 

Standard  forms  of  war  risk  carriers 
liability  to  cargo  insurance  policies  for 
premium  and  non-premium  insurance 
will  be  prescribed  by  the  Defense  Air 
Transportation  Administrator,  and  pub¬ 
lished  in  the  Federal  Register  as  an 
amendment  to  this  section. 

Dated:  November  21,  1960. 

Theodore  Hardeen,  Jr., 
Defense  Air  Transportation 
Administrator. 

Issued:  November  29,  1960. 

Frederick  H.  Mueller, 

Secretary. 

[F.R.  Doc.  60-11296;  Filed,  Dec.  S,  I960; 
8:52  a.m.] 


Title  16— COMMERCIAL 
PRACTICES 

Chapter  I — Federal  Trade  Commission 

(Docket  7886  C.O.,  etc.| 

PART  13— PROHIBITED  TRADE 
PRACTICES 

Starday  Recording  &  Publishing  Co., 
Inc.,  et  al. 

Subpart — B  r  i  b  i  n  g  customers’  em¬ 
ployees:  §  13.315  Employees  of  private 
concerns. 

(Sec.  6,  38  Stat.  721;  16  U.S.C.  46.  Interprets 
or  applies  sec.  5,  38  Stat.  719,  as  amended; 
15  U.S.C.  45)  [Cease  and  desist  orders: 
Starday  Recording  &  Publishing  Co.,  Inc., 
et  al.,  Madison,  Tenn.,  Docket  7886,  Sept.  29, 
1960;  Hit-Record  Distributing  Company  of 
Cincinnati  et  al.,  Cincinnati,  Ohio,  Docket 
7897,  Sept.  28,  1960;  Merle  Schneider  et  al. 
doing  business  as  S  and  S  Distributing  Com¬ 
pany,  Detroit,  Mich.,  Docket  7899,  Sept.  28, 
1960;  Peacock  Record  Company,  Inc.,  Hous¬ 
ton,  Tex.,  Docket  7901,  Sept.  29,  1960;  ARC 
Distributing  Company  et  al.,  Detroit,  Mich., 
Docket  7959,  Sept.  28,  1960;  Mayfair  Distribu¬ 
tors,  Inc.,  et  al.,  New  York,  N.Y.,  Docket  8021, 
Sept.  29,  1960;  and  Cadet  Distributing  Com¬ 
pany,  Inc.,  et  al.,  Detroit,  Mich.,  Docket  8037, 
Oct.  4.  1960| 

In  the  Matters  of  :  Starday  Recording  & 
Publishing  Co.,  Inc.,  a  Corporation, 
Starday  International  Sales  Company, 
Inc.,  a  Corporation,  and  Donald  F. 
Pierce,  Individually  and  as  an  Officer 
of  Said  Corporations;  Hit-Record  Dis¬ 
tributing  Company  of  Cincinnati,  a 
Corporation,  and  Isadore  Nathan,  In¬ 
dividually  and  as  an  Officer  of  Said 
Corporation;  Merle  Schneider  and 
John  Shepherd,  Individually  and  as 
Co-Partners,  Trading  and  Doing  Busi¬ 
ness  as  S  and  S  Distributing  Company; 
Peacock  Record  Company,  Inc.,  a  Cor¬ 
poration;  ARC  Distributing  Company, 
a  Corporation,  and  Henry  Droz  and 
Ralph  Jewell,  Individually  and  as  Offi¬ 
cers  of  Said  Corporation;  Mayfair 
Distributors,  Inc.,  a  Corporation,  and 
Jerry  Winston,  Individually  and  as  an 
Officer  of  Said  Corporation;  and  Cadet 
Distributing  Company,  Inc.,  a  Corpo- 
ration,  and  Harry  Levin,  Hyme  Levin, 
and  Isadore  Levin,  Individually  and  as 
Officers  of  Said  Corporation 

Consent  agreements  In  the  above  seven 
cases  requiring  manufacturers  and  dis¬ 
tributors  of  phonograph  records  in 
Madison,  Tenn.;  Cincinnati,  Ohio;  De¬ 
troit,  Mich.;  Houston,  Tex.;  and  New 
York  City,  to  cease  giving  concealed 
payola  to  disc  jockeys  or  other  personnel 
of  radio  and  television  programs  to  in¬ 
duce  frequent  playing  of  their  records  in 
order  to  increase  sales. 

Respondents  in  these  seven  proceed¬ 
ings  were  ordered  to  cease  and  desist  as 
follows: 

It  is  ordered,  That  respondents  Star- 
day  Recording  &  Publishing  Co.,  Inc.,  a 
corporation,  Starday  International  Sales 
Company,  Inc.,  a  corporation,  and  their 
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officers,  and  Donald  P.  Pierce,  individ¬ 
ually  and  as  an  officer  of  said  corpora¬ 
tions;  Hit-Record  Distributing  Company 
of  Cincinnati,  a  corporation,  and  its  of¬ 
ficers,  and  Isadore  Nathan,  individually 
and  as  an  officer  of  said  corporation; 
Merle  Schneider  and  John  Shepherd,  in¬ 
dividually  and  as  copartners,  trading  and 
doing  business  as  S  and  S  Distributing 
Company,  or  under  any  other  name; 
Peacock  Record  Company,  Inc.,  a  cor¬ 
poration,  and  its  officers;  ARC  Distribut¬ 
ing  Company,  a  corporation,  and  its  of¬ 
ficers,  and  Henry  Droz  and  Ralph  Jewell, 
individually  and  as  officers  of  said  cor¬ 
poration;  Mayfair  Distributors,  Inc.,  a 
corporation,  and  its  officers,  and  Jerry 
Winston,  individually  and  as  an  officer 
of  said  corporation;  and  Cadet  Distribut¬ 
ing  Company,  Inc.,  a  corporation,  and  its 
officers,  and  Harry  Levin,  Hyme  Levin, 
and  Isadore  Levin,  individually  and  as 
officers  of  said  corporation,  and  re¬ 
spondents’  agents,  representatives  and 
employees,  directly  or  through  any  cor¬ 
porate  or  other  device,  in  connection 
with  phonograph  records  which  have 
been  distributed  in  commerce,  or  which 
are  used  by  radio  or  television  stations 
in  broadcasting  programs  in  commerce, 
as  “commerce”  is  defined  in  the  Federal 
Trade  Commission  Act,  do  ~  forthwith 
cease  and  desist  from: 

(1)  Giving  or  offering  to  give,  without 
requiring  public  disclosure,  any  sum  of 
money  or  other  material  consideration, 
to  any  person,  directly  or  indirectly,  to 
induce  that  person  to  select,  or  partici¬ 
pate  in  the  selection  of,  and  the  broad¬ 
casting  of,  any  such  records  in  which 
respondents,  or  any  of  them,  have  a 
financial  interest  of  any  nature; 

(2)  Giving  or  offering  to  give,  without 
requiring  public  disclosure,  any  sum  of 
money,  or  other  material  consideration, 
to  any  person,  directly  or  indirectly,  as 
an  inducement  to  influence  any  employee 
of  a  radio  or  television  broadcasting  sta¬ 
tion,  or  any  other  person,  in  any  manner, 
to  select,  or  participate  in  the  selection 
of,  and  the  broadcasting  of,  any  such 
records  in  which  respondents,  or  any  of 
them,  have  a  financial  interest  of  any 
nature. 

There  shall  be  “public  disclosure” 
within  the  meaning  of  this  order,  by 
any  employee  of  a  radio  or  television 
broadcasting  station,  or  any  other  per¬ 
son,  who  selects  or  participates  in  the 
selection  and  broadcasting  of  a  record 
when  he  shall  disclose,  or  cause  to  have 
disclosed,  to  the  listening  public  at  the 
time  the  record  is  played,  that  his  selec¬ 
tion  and  broadcasting  of  such  record  are 
in  consideration  for  compensation  of 
some  nature,  directly  or  indirectly  re¬ 
ceived  by  him  or  his  employer. 

By  separate  “Decision  of  the  Commis¬ 
sion”,  etc.,  in  each  of  the  seven  cap¬ 
tioned  matters,  reports  of  compliance 
were  required  as  follows  (combining  the 
orders) : 

It  is  ordered,  That  respondents  herein 
shall,  within  sixty  (60)  days  after  service 
upon  them  of  these  orders,  file  with  the 
Commission  reports  in  writing  setting 
forth  in  detail  the  manner  and  form  in 
which  they  have  complied  with  the  or¬ 
ders  to  cease  and  desist. 


Issued:  September  28,  1960  (Dockets 
7897;  7899;  7959);  September  29.  1960 
(Dockets  7886;  7901;  8021);  October  4, 
1960  (Docket  8037) . 

By  the  Commission. 

[seal]  Robert  M.  Parrish, 

Secretary. 

(P.R.  Doc.'  60-11289;  Piled,  Dec.  5,  1960; 
8:50  a.m.] 


Title  26— INTERNAL  REVENUE 

Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 

SUBCHAPTER  A— INCOME  AND  EXCESS-PROFITS 
TAXES 

[T.D.  65111 

PART  16 — EXCESS  PROFITS  ON  ARMY 
CONTRACTS  FOR  AIRCRAFT 

Setoffs  of  Deficiencies  in  Profit  Against 
Excess  Profits 

Gn  June  23,  1960,  notice  of  proposed 
rule  making  regarding  an  amendment  of 
the  Excess  Profits  Regulations  (26  CFR 
(1939)  Part  16) ,  relating  to  setoffs  of  de¬ 
ficiencies  in  profit  against  excess  profits 
under  section  14  of  the  Act  of  April  3, 
1939,  as  amended,  to  conform  to  the  de¬ 
cision  in  Emerson  Electric  Manufactur¬ 
ing  Company  (1957)  28  T.C.  1090,  was 
published  in  the  Federal  Register  (25 
F.R.  5766).  No  objection  to  the  rules 
proposed  having  been  received  during  the 
30-day  period  prescribed  in  the  notice, 
the  regulations  as  so  proposed  are  hereby 
adopted. 

[seal]  Charles  I.  Fox, 

Acting  Commissioner 
of  Internal  Revenue. 

Approved:  November  30,  1960. 

David  A.  Lindsay, 

Acting  Secretary  of  the  Treasury. 

Courtney  Johnson, 

Assistant  Secretary  cf  the  Army 
( Logistics ). 

November  2,  1960. 

P.  B.  Taylor, 

Assistant  Secretary  of  the  Air  Force. 

November  17,  1960. 

In  order  to  conform  the  Excess  Profits 
Regulations  (26  CFR  (1939)  Part  16),  re¬ 
lating  to  excess  profits  on  Army  con¬ 
tracts  for  aircraft,  to  the  decision  in 
Emerson  Electric  Manufacturing  Com¬ 
pany  (1957)  28  T.C.  1090,  and  to  make 
certain  clarifying  changes,  such  regula¬ 
tions  are  amended  as  follows: 

Paragraph  1.  Section  16.5  is  amended 
by  revising  paragraph  (c)  (2)  and  (3)  to 
read  as  follows: 

(2)  The  amount  of  any  net  loss  al¬ 
lowable  as  a  credit  in  determining  the 
excess  profit  for  the  income-taxable  year 
(see  §  16.9) ;  and 

(3)  The  amount  of  any  deficiency  in 
profit  allowable  as  a  credit  in  deter¬ 
mining  the  excess  profit  for  the  income- 
taxable  year  (see  §  16.9).  The  amount 
remaining  after  such  subtraction  is  the 
amount  of  excess  profit  for  the  income- 
taxable  year. 


Par.  2.  Section  16.6  is  amended  by  re¬ 
vising  the  example  to  read  as  follows: 

Example.  On  September  1,  1939,  the  B 
Corporation,  which  keeps  Its  books  and  makes 
Its  Federal  Income  tax  returns  on  a  calendar 
year  basis,  entered  into  a  contract  lor  the 
construction  of  Army  aircraft  coming  within 
the  scope  of  the  act,  the  total  contract  price 
of  which  was  $200,000.  On  March  10,  1940, 
the  corporation  entered  Into  another  such 
contract,  the  total  contract  price  of  which 
was  $40,000.  Both  contracts  were  completed 
within  the  calendar  year  1940,  the  first  at  a 
cost  of  $155,000  and  the  second  at  a  cost  of 
$45,000.  During  the  year  1940,  the  B  Cor¬ 
poration  also  completed  at  a  deficiency  in 
profit  of  $2,000  a  contract  entered  into  after 
April  3,  1939,  for  the  construction  of  naval 
aircraft  coming  within  the  scope  of  10  U.S.C. 
2382  (formerly  section  3  of  the  Act  of  March 
27,  1934  (48  Stat.  505)).  For  the  year  1939, 
the  B  Corporation  sustained  a  net  loss  of 
$1,500  and  a  deficiency  In  profit  of  $1,000  on 
aU  contracts  and  subcontracts  entered  into 
after  April  3,  1939,  for  Army  aircraft  coming 
within  the  scope  cf  the  act  and  completed 
within  the  calendar  year  1939.  For  the  year 
1939,  the  B  Corporation  also  sustained  a  net 
loss  of  $1,000  on  a  contract,  entered  Into  after 
April  3,  1939,  and  completed  within  the 
calendar  year  1939,  for  naval  aircraft  coming 
within  the  scope  of  10  U.S.C.  2382  (formerly 
section  3  of  the  Act  of  March  27,  1934  (48 
Stat.  605 ) ) .  For  purposes  of  the  Federal  In-  • 
come  tax,  the  net  Income  of  the  B  Corpora¬ 
tion  for  the  year  1940,  on  which  the  tax  was 
paid,  amounted  to  $96,000,  which  Included 
the  total  net  profit  of  $40,000  upon  the  two 
contracts  entered  into  on  September  1,  1939, 
and  March  10,  1940.  The  excess  profit  lia¬ 
bility  is  $4,332,  computed  as  follows: 

Total  contract  prices: 

Contract  No.  1 _ $200,000 

Contract  No.  2 _  40,000 

-  $240,000 

Less :  Cost  of  performing  contracts : 

Contract  No.  1 . $155,000 

Contract  No.  2 _  45,000 

-  200,000 


Net  profit  on  contracts _  40,000 

Less: 

12  percent  of  total  con¬ 
tract  prices  (12  per¬ 
cent  of  $240,000) _ $28,800 

Deficiency  In  profit  (In 
naval  aircraft  con¬ 
tracts)  in  1940 _  2,  000 

Net  loss  (In  Army  air¬ 
craft  contracts)  from 

1939 _  1,  500 

Net  loss  (in  naval  air¬ 
craft  contracts)  from 

1939 .  1,000 

Deficiency  in  profit  (In 
Army  aircraft  con¬ 
tracts)  from  1939 _  1,000 

-  34. 300 


Excess  profit  for  year  1940 _  5,700 

Less:  Credit  for  Federal  Income 
taxes  (Federal  Income  tax  on 
$5,700  at  rates  for  1940) .  1,368 


Amount  of  excess  profit  payable 

to  the  United  States _  4, 332 

Par.  3.  Section  16.9  is  amended: 

(A)  By  revising  paragraphs  (a)  and 
(b)  to  read  as  follows : 

(a)  The  term  “net  loss”  as  used  in 
the  act  and  as  applied  to  contracts  and 
subcontracts  for  aircraft  or  portions 
thereof  coming  within  the  regulations 
prescribed  under  the  act  or  under  10 
U.S.C.  2382  (formerly  section  3  of  the 
Act  of  March  27,  1934  (48  Stat.  505)) 


<B>  By  revising  the  example  in  para¬ 
graph  (e)  to  read  as  follows: 

Example.  On  September  1,  1939,  the  B 
Corporation,  which  keeps  its  books  and  makes 
its  Federal  income  tax  returns  on  a  calendar 
year  basis,  entered  into  a  contract  with  the 
Secretary  of  the  Navy  for  the  construction  of 
naval  aircraft  coming  within  the  scope  of 
the  act,  the  total  contract  price  of  which  was 
$200,000.  On  March  10,  1940,  the  B  Corpora¬ 
tion  entered  into  another  such  contract,  the 
total  contract  price  of  which  was  (40,000. 
Both  contracts  were  completed  within  the 
calendar  year  1940,  the  first  at  a  cost  of 
$155,000  and  the  second  at  a  cost  of  $45,000. 
During  the  year  1940,  the  B  Corporation  also 
completed  at  a  deficiency  in  profit  of  $2,000 
a  contract  entered  into  for  the  construction 
of  Army  aircraft  coming  within  the  scope  of 
the  act.  During  the  year  1940,  the  B  Cor¬ 
poration  also  completed  at  a  loss  of  $10,000 
two  contracts  entered  into  for  the  construc¬ 
tion  or  manufacture  of  portions  of  a  naval 
vessel  coming  within  the  scope  of  the  act. 
For  the  year  1939,  the  B  Corporation  sus¬ 
tained  a  net  loss  of  $2,500  and  a  deficiency 
in  profit  of  $1,000  on  all  contracts  and  sub¬ 
contracts  for  naval  aircraft  coming  within 
the  scope  of  the  act  and  completed  within 
the  calendar  year  1939.  For  the  year  1939, 
the  B  Corporation  also  sustained  a  net  loss 
of  $1,800  on  a  contract  for  the  construction 
of  Army  aircraft  coming  within  the  scope  of 
the  act  which  was  completed  within  the 
calendar  year  1939.  For  the  purposes  of  the 
Federal  income  tax,  the  net  income  of  the  B 
Corporation  for  the  year  1940,  on  which  the 
tax  was  paid,  amounted  to  $96,000.  which 
included  the  net  profit  of  $40,000  upon  the 
contracts  entered  into  on  September  1,  1939, 
and  March  10,  1940.  The  excess  profit  lia¬ 
bility  of  the  B  Corporation  for  1940  is  pay¬ 
able  with  respect  to  the  contracts  for  naval 
aircraft  which  were  completed  in  1940.  The 
loss  of  $10,000  on  the  contracts  for  portions 
of  a  naval  vessel  completed  in  1940  does  not 
enter  into  the  computation  of  such  liability. 
Accordingly,  the  excess  profit  liability  of  the 
B  Corporation  for  1940  is  $2,964  computed  as 
follows: 

Total  contract  prices: 

Contract  No.  1 _ $200,  000 

Contract  No.  2 _  40,  000 

- —  $240, 000 

Less:  Cost  of  performing 
contracts  : 

Contract  No.  1 _  155,  000 

Contract  No.  2 _  45,  000 

-  200, 000 


PART  17— EXCESS  PROFITS  ON  NAVY 
CONTRACTS 


or  portions  thereof  coming  within  the  Setoffs  of  Deficiencies  in  Profit  Against 
regulations  prescribed  under  the  act  or  Excess  Profits 

under  10  U.S.C.  2382  (formerly  section 

3  of  the  Act  of  March  27,  1934  (48  Stat.  On  June  23,  1960,  notice  of  proposed 
505) )  means  the  amount  by  which  12  rule  makfng  regarding  an  amendment  of 
percent  of  the  total  contract  prices  of  the  Excess  Profits  Regulations  (26  CPR 
all  such  contracts  and  subcontracts  for  (1939)  Part  17),  relating  to  setoffs  of 
aircraft  entered  into  after  April  3,  1939,  deficiencies  in  profit  against  excess  prof- 
and  completed  by  a  particular  contract-  its  under  section  3  of  the  Act  of  March 
ing  party  within  the  income-taxable  27,  1934,  as  amended,  to  conform  to  the 
year  exceeds  the  net  profit  upon  all  such  decision  in  Emerson  Electric  Manufac- 
contracts  and  subcontracts.  Company  (1957)  28  T.C.  1090, 

.  was  published  in  the  Federal  Register 

v  <B)  By  revising  the  first  sentence  of  (25  F.R.  5767).  No  objection  to  the 
paragraph  (c)  to  read  as  follows:  rules  proposed  having  been  received  dur- 

(c)  A  net  loss  or  a  deficiency  in  profit  ing  the  30-day  period  prescribed  in  the 
sustained  by  a  contracting  party  for  an  notice,  the  regulations  as  so  proposed  are 
income-taxable  y6ar  is  allowable  as  a  hereby  adopted, 
credit  in  computing  the  contracting  l  seal  I  Charles  I.  Fox, 

party’s  excess  profit  on  contracts  and  Acting  Commissioner 

subcontracts  for  aircraft  coming  within  of  Internal  Revenue. 

the  regulations  prescribed  under  the  act  Approved:  November  30,  1960. 
or  under  10  U.S.C.  2382  (formerly  section 

3  of  the  Act  of  March  27,  1934  (48  Stat.  Davio  A.  Lindsay, 

505))  and  completed  during  the  four  Acting  Secretary  of  the  Treasury. 

next  succeeding  income-taxable  years.  William  B.  Franke, 

(C)  By  revising  the  example  in  para-  Secretory  of  the  Navy. 

graph  (e)  to  read  as  follows:  Octoeer  19,  1960. 

Example.  For  the  calendar  year  1939,  the  jn  order  to  conform  the  Excess  Profits 
A  Corporation,  which  keeps  its  books  and  Regulations  (26CFRU939)  Part  17), re¬ 
makes  its  Federal  Income  tax  returns  on  a  lating  to  excess  profits  on  Navy  contracts 

calendar  year  basis,  sustained  a  net  loss  of  f  .  and  aircrftft  to  the  decision 

$30,000  on  the  contracts  and  subcontracts  101  vessels  ana  aircran,  to  me  aecision 

for  Army  aircraft  and  portions  thereof  com-  in  Emerson  Electric  Manufacturing 
ing  within  the  scope  of  the  act  and  com-  Company  (1957)  28  T.C.  1090,  and  to 
pieted  within  that  year.  During  the  year  make  certain  clarifying  changes,  such 
1939,  the  A  Corporation  also  completed  con-  regulations  are  amended  as  follows: 
tracts  for  naval  aircraft  coming  within  the  Paragraph  1.  Section  17.7  is  amended: 

By  revising  paragraph  (c)  <2>  and 
at  a  deficiency  in  profit  of  $10,000.  In  1940,  ^  1  iead  as  follows.  . 

the  A  Corporation  completed  similar  con-  (2>  The  amount  of  any  net  loss  which 

tracts  for  Army  aircraft  totaling  $175,000  at  was  sustained  in  the  same  or  a  prior  in- 
a  cost  of  $155,000,  whereby  the  A  Corpora-  come_taxable  vear  wlth  reSnect  to  con- 
tion  realized  a  net  profit  of  $20,000  but  sus-  come  taxable  year  witn  respect  to  con 

tained  a  deficiency  in  profit  of  $1,000  (i.e.,  tracts  or  subcontracts  for  the  construc- 
12  percent  of  $175,000,  or  $21,000,  less  tion  or  manufacture  of  any  complete 
$20,000).  During  the  year  1940,  the  A  aircraft  or  any  portion  thereof,  and 
Corporation  also  completed  contracts  for  which  is  allowable  as  a  credit  in  deter- 
navai  aircraft  coming  within  the  scope  of  mining  the  excess  profit  for  the  income- 

n?  S,S  Cv.  4the  Acl  taxable  year  with  respect  to  contracts 

of  March  27,  1934  (48  Stat.  505))  at  a  net  „  ,  •  .  -  . 

loss  Of  $2,000.  In  1941,  the  A  Corporation  and  subcontracts  entered  into  for  the 
completed  contracts  for  Army  aircraft  coming  construction  or  manufacture  of  complete 
within  the  scope  of  the  act  totaling  $400,000  aircraft  or  any  portion  thereof  (see 
at  a  cost  of  $300,000,  or  at  a  net  profit  of  §  17.10(b) )  ;  and 

$100,000.  After  deducting  from  the  net  o>  The  amount  of  any  deficiency  in 
profit  of  $100,000  for  the  year  1941  the  pr0flt  which  was  sustained  in  the  same 
amount  of  $48,000  (i.e.,  12  percent  of  the  .  income_taxable  vear  with  re_ 

total  contract  price  of  $400,000),  there  re-  a  P“0”  income  taxaDie  yeai  witn  re 
mains  $52,000  in  excess  profit  on  the  con-  spect  to  contracts  or  subcontracts  for  the 
tracts  completed  in  the  year  1941.  The  A  construction  or  manufacture  of  any  com- 
Corporation  may  deduct  from  such  $52,000,  piete  aircraft  or  any  portion  thereof,  and 
n  determining  the  amount  of  excess  profit  .  .  allowable  as  a  credit  in  deter. 

it  must  pay  for  the  year  1941  with  respect  wn  ,n  is  aiiowaDie  as  a  create  in  aeter 

to  the  contracts  completed  in  such  year,  the  mining  the  excess  profit  for  the  income- 
net  loss  of  $30,000  ahd  the  deficiency  in  taxable  year  with  respect  to  contracts 
profit  of  $10,000  sustained  in  1939  on  Army  and  subcontracts  entered  into  for  the 
Z  .construction  or  manufacture  of  com- 

in  profit  of  $1,000  sustained  in  1940  on  naval  Plete  aircraft  or  any  portion  thereof  (see 
and  Army  aircraft  contracts,  respectively.  §  17.10(C)). 


Net  profit  on  contracts _ 

Less: 

12  percent  of  total  con¬ 
tract  prices  (12  per¬ 
cent  of  $240,000) _ 

Deficiency  in  profit  (in 
Army  aircraft  con¬ 
tracts)  in  1940 _ 

Net  loss  (in  naval  air¬ 
craft  contracts)  from 

1939  _ _ 

Net  loss  (in  Army  air¬ 
craft  contracts)  from 

1939 . 

Deficiency  in  profit  (in 
naval  aircraft  con¬ 
tracts)  from  1939. ... 


Excess  profit  for  year  1940 _ 

Less:  Credit  for  Federal  Income 
taxes  (Federal  Income  tax  on 
$3,900  at  rates  for  1940) _ 


Amount  of  excess  profit  payable 
to  the  United  States - 
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RULES  AND  REGULATIONS 


Par.  2.  Section  17.10  is  amended: 

(A)  By  revising  paragraphs  (b)  and 

(c)  to  read  as  follows: 

(b)  Net  loss  on  contracts  and  subcon¬ 
tracts  for  aircraft  or  portions  thereof. 
In  the  case  of  contracts  or  subcontracts 
for  the  construction  or  manufacture  of 
any  complete  aircraft  or  any  portion 
thereof  coming  within  the  scope  of  the 
act  which  are  completed  within  an  in¬ 
come-taxable  year  ending  after  April  3, 
1939,  the  term  “net  loss”  as  used  in  the 
act  and  in  these  regulations  means  the 
amount  by  which  the  total  costs  of  per¬ 
forming  all  such  contracts  and  subcon¬ 
tracts  completed  within  such  income- 
taxable  year  exceeds  the  total  contract 
prices  of  such  contracts  find  subcon¬ 
tracts.  Such  net  loss  sustained  by  a  con¬ 
tracting  party  for  an  income-taxable 
year  ending  after  April  3,  1939,  is  allow¬ 
able  as  a  credit  in  computing  the  con¬ 
tracting  party’s  excess  profit  on  contracts 
and  subcontracts  for  the  construction  or 
manufacture  of  any  complete  aircraft  or 
any  portion  thereof  which  are  completed 
within  the  four  next  succeeding  income- 
taxable  years. 

(c)  Deficiency  in  profit.  The  term 
“deficiency  in  profit”  as  used  in  the  act 
and  in  this  part  relates  to  contracts  and 
subcontracts  coming  within  the  scope  of 
the  act  which  are  for  the  construction 
or  manufacture  of  any  complete  aircraft 
or  any  portion  thereof  and  are  completed 
within  an  income-taxable  year  ending 
after  April  3, 1939.  As  so  used,  the  term 
“deficiency  in  profit”  means  the  amount 
by  which  12  percent  of  the  total  contract 
prices  of  such  contracts  and  subcontracts 
which  are  completed  by  a  particular  con¬ 
tracting  party  within  the  income -taxable 
year  exceeds  the  net  profit  upon  such 
contracts  and  subcontracts.  A  deficiency 
in  profit  sustained  by  a  contracting 
party  with  respect  to  such  contracts  and 
subcontracts  for  the  construction  or 
manufacture  of  complete  aircraft  or  any 
portion  thereof  and  completed  within 
any  income-taxable  year  ending  after 
April  3,  1939,  is  allowable  as  a  credit  in 
computing  the  contracting  party’s  ex¬ 
cess  profit  on  contracts  and  subcontracts 
for  the  construction  or  manufacture  of 
complete  aircraft  or  any  portion  thereof 
which  are  completed  within  the  same  or 
the  four  next  succeeding  income-taxable 
years. 

(B)  By  revising  example  (2)  in  para¬ 
graph  (e)  to  read  as  follows: 

Example  (2).  For  the  calendar  year  1939, 
the  B  Corporation,  which  keeps  its  books 
and  makes  its  Federal  income  tax  returns  on 
a  calendar  year  basis,  sustained  a  net  loss 
oi  (10,000  and  a  deficiency  in  profit  of  (35.000 
upon  all  contracts  and  subcontracts  for  naval 
aircraft  and  portions  thereof  coming  within 
the  scope  of  the  act  and  completed  within 
that  year.  During  the  year  1939,  the  B  Cor¬ 
poration  also  completed  contracts  for  Army 
aircraft  coming  within  the  scope  of  the  Act 
at  a  net  profit  which  was  (15,000  in  excess  of 
12  percent  of  the  total  contract  prices  of 
such  contracts.  On  all  contracts  and  sub¬ 
contracts  for  naval  aircraft  coming  within 
the  scope  of  the  act  and  completed  within 
the  calendar  year  1940,  the  B  Corporation 
realized  a  net  profit  which  was  $25,000  in 
excess  of  12  percent  of  the  total  contract 
prices  of  such  contracts  and  subcontracts 
while  sustaining  a  deficiency  in  profit  of 


$10,000  on  like  contracts  and  subcontracts 
for  Army  aircraft.  On  all  contracts  and  sub¬ 
contracts  for  naval  aircraft  coming  within 
the  scope  of  the  act  and  completed  within 
the  calendar  year  1941,  the  B  Corporation 
realized  a  net  profit  which  was  (20,000  in  ex¬ 
cess  of  12  percent  of  the  total  contract  prices 
of  such  contracts.  The  net  loss  of  $10,000 
and  deficiency  in  profit  of  $35,000  (or  a  total 
of  $45,000)  sustained  in  1939  with  respect 
to  contracts  and  subcontracts  for  naval  air¬ 
craft  completed  within  that  year  may  be 
taken  as  a  credit  to  the  extent  of  $15,000  in 
computing  the  excess  profit  on  the  contracts 
and  subcontracts  for  Army  aircraft  completed 
in  1939.  The  remainder  of  such  net  loss  and 
such  deficiency  in  profit  ($45,000  minus 
$15,000,  or  (30,000)  may  be  combined  with 
the  deficiency  in  profit  of  $10,000  sustained 
in  1940  on  contracts  for  Army  aircraft  and 
taken  as  a  credit  to  the  extent  of  (25,000 
in  computing  the  excess  profit  on  the  con¬ 
tracts  and  subcontracts  for  aircraft  com¬ 
pleted  during  1940.  The  sum  of  such  net 
loss  and  such  deficiency  in  profit  then  re¬ 
maining  ($40,000  minus  $25,000,  or  $15,000) 
may  be  taken  as  a  credit  in  computing  the 
excess  profit  realized  on  the  contracts  and 
subcontracts  for  aircraft  completed  in  the 
year  1941. 

(Sec.  3,  48  Stat.  505,  as  amended,  53  Stat. 
467,  53  Stat.  112;  34  U.S.C.  493,  26  U.S.C.  3791, 
26  D.S.C.  650,  651) 

[F.R.  Doc.  60-11302;  Filed,  Dec.  5,  1960; 

8:54  a.m.] 


Title  32— NATIONAL  DEFENSE 

Chapter  VII — Department  of  the  Air 
Force 

SUBCHAPTER  J— AIR  FORCE  PROCUREMENT 
INSTRUCTIONS 

MISCELLANEOUS  AMENDMENTS  TO 
SUBCHAPTER 

The  following  miscellaneous  amend¬ 
ments  are  issued  to  this  subchapter: 

PART  1008-TERMINATION  OF 
CONTRACTS 

Subpart  F — Termination  Inventory 

1.  Section  1008.611(e)  is  amended  to 
read  as  follows: 

§  1008.611  Special  machinery  tooling 
and  equipment. 

*  *  *  *  * 

(e)  Exceptions.  *  *  * 

(1)  The  acquisition  cost  of  the  total 
amount  of  tooling  provided  under  the 
contract  is  less  than  $2500. 

(2)  *  *  * 

(3)  [Deleted! 

2.  Revise  §  1003.611-50  (a)  and  (b)  as 
follows: 

§  1003.611—50  Duties  of  the  local  plant 
clearance  officer. 

•  *  *  *  * 

(a)  The  contractor  properly  lists  on 
DD  Form  545,  “Inventory  Schedule  D 
(Dies,  Jigs,  Fixtures’,  Etc.,  and  Special 
Tools) ,”  see  §  8.802-7  of  this  title,  (BOB 
No.  22-R077)  by  AF  part  number  the 
parts  produced  by  the  tooling,  or  in  the 
absence  of  part  numbers  furnishes  a 
description  of  the  tooling.  Program 
screening  (§  1008.611-53)  will  not  require 
schedules. 


(b)  Letters  of  transmittal  are  pre- 
pared  by  the  local  plant  clearance  of¬ 
ficer  stating  the  following  information: 

*  *  *  *  * 

(5)  Plant  clearance  case  number. 
***** 

(8)  Description  of  the  end  item  pro¬ 
duced  by  the  tooling. 

(9)  Is  end  item  common  to  other  serv¬ 
ices? 

(10)  Designation  of  the  weapon  sys¬ 
tem  for  which  subparagraph  (8)  of  this 
paragraph  is  a  component  (if  appli¬ 
cable). 

(11)  Condition  of  the  tooling. 
***** 

(14)  Whether  the  tooling  has  been 
screened  by  the  prime  contractor  and 
found  excess  to  his.  needs  for  possible 
utilization  as  checked  in  subdivisions  (i) 
to  (iii)  of  this  subparagraph. 

3.  Revise  §  1008.611-51  as  follows: 

§  1008.611—51  Screening  agencies. 

(a)  AM  A  or  depot.  Inventory  sched- , 
ules  will  be  forwarded  to  the  Processing 
Control  Branch,  Plans  &  Management 
Division,  Directorate  of  Materiel  Man¬ 
agement  at  the  AMA  or  depot  prime  for 
the  item  produced  by  the  tooling. 
Screening  procedures  will  be  established 
within  the  AMA  or  depot  to  determine 
whether  interested  activities  (supply, 
maintenance,  modification,  IRAN,  MAP, 
Offshore  procurement,  purchasing  office 
(if  located  at  the  AMA  or  depot)  weapons 
phasing  and  program  groups)  have  po¬ 
tential  requirements  and  to  develop  dis¬ 
posal  recommendations. 

(b)  Purchasing  office.  Two  copies  of 
the  schedules  will  be  forwarded  to  the 
office  through  which  procurement  was 
accomplished  (if  not  located  at  the  AMA 
or  depot  prime  for  the  end  item) . 

(c)  Wright  Air  Development  Division 
(WADD).  Two  copies  of  the  schedule 
will  be  forwarded  to  the  assigned  project 
office  within  WADD  if  the  contract  was 
executed  at  WPAFB. 

(d)  Department  of  the  Navy.  Three 
copies  of  schedules  listing  excess  AF 
special  tooling  will  be  forwarded  to  the 
Bureau  of  Naval  Weapons,  Department 
of  the  Navy,  Washington  25,  D.C.,  when 
the  end  item  is  common  to  the  Navy. 
The  Navy  will  be  advised  that  special 
tooling  required  by  the  Navy  will  be 
transferred  provided  there  are  no  Air 
Force  requirements. 

(e)  Department  of  the  Army.  Three 
copies  of  the  schedules  listing  excess 
AF  special  tooling  will  be  forwarded  to 
the  Department  of  the  Army,.  Washing¬ 
ton  25,  D.C.,  when  the  end  item  is  com¬ 
mon  to  the  Army.  Special  tooling  re¬ 
quired  by  the  Army  may  be  transferred, 
provided  there  are  no  Air  Force  require¬ 
ments. 

(f)  Research  and  Development  con¬ 
tracts  under  which  no  end  items  have 
been  assimilated  within  the  supply  sys¬ 
tem  (this  may  be  determined  from 
either  the  buyer  or  contractor)  will  only 
be  screened  according  to  paragraphs  (b) 
and  (c)  of  this  section. 

4.  Revise  §§  1008.611-52  and  1008.611- 
53  to  read  as  follows : 
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Tuesday,  December  6,  1960 


§  1008.611-52  Disposal. 

(a)  Disposition  will  be  accomplished 
by  the  local  plant  clearance  officer  ac¬ 
cording  to  the  recommendations  received 
from  screening  agencies  and  in  conform¬ 
ance  with  Subpart  E,  Part  8  of  this  title, 
in  instances  where  dual  requirements  are 
received  as  a  result  of  concurrent  screen¬ 
ing  under  §  1008.611-51,  requirements  of 
the  purchasing  officer  will  receive  pri¬ 
ority.  Disposition  will  not  be  accom¬ 
plished  until  receipt  of  reply  from  all 
activities  to  whom  schedules  were  sub¬ 
mitted  according  to  §  1008.611-51.  Fol¬ 
lowup  will  be  initiated  if  reply  has  not 
been  received  in  40  days. 

(b)  Unless  otherwise  stated,  instruc¬ 
tions  to  dispose  of  tooling  used  in  the 
fabrication  of  a  specific  end  item  under 
a  prime  contract  will  be  sufficient  au¬ 
thority  to  dispose  of  tooling  required  for 
production  of  the  same  end  item  at  a 
subcontractor’s  plant. 

(c)  When  the  screening  agency  desires 
retention  of  the  special  tooling  they  will 
state  in  their  recommendation:  (1) 
Reason  for  retention,  (2)  the  period  of 
time  it  is  desired  to  retain  the  tooling 
in  storage,  and  (3)  office  responsible  for 
disposal  recommendation  in  the  event 
tooling  is  not  utilized  by  expiration  of 
the  storage  period.  The  designated  plant 
clearance  officer  based  upon  instructions 
received  from  the  screening  agency,  will 
make  arrangements  with  the  contractor 
for  the  storage  of  special  tooling  for  the 
period  requested  by  the  screening  agency. 
All  storage  agreements  will  be  prepared 
according  to  §  1008.612  using  the  form 
prescribed  in  §  1008.758.  The  storage 
agreements,  if  possible,  will  be  executed 
on  a  no  cost  basis.  When  a  no  cost  stor¬ 
age  agreement  cannot  be  negotiated,  the 
screening  activity  which  requested  that 
the  tooling  be  stored  shall  be  contacted 
and  provided  with  the  estimated  weight 
of  the  tooling,  the  cubic  area  required 
for  storage,  and  cost  proposal  incident 
to  the  execution  of  a  cost  type  storage 
contract.  Screening  activity  will  be  re¬ 
quested  to  furnish  the  necessary  fund 
citation  to  cover  the  cost  type  storage 
contract,  if  after  the  consideration  of 
the  cost  involved,  the  requirements 
justify  the  expenditure  of  funds  to  re¬ 
tain  the  tooling  in  storage. 

(d)  Two  months  prior  to  the  comple¬ 
tion  of  the  contract,  the  contracting  offi¬ 
cer  will  request  the  plant  clearance  officer 
to  contact  the  activity(s)  for  which  the 
tooling  was  stored  to  determine  whether 
(1)  The  tooling  should  be  retained  for 
an  additional  period  of  time  or  (2)  dis¬ 
position  accomplished  according  to 
Subpart  E,  Part  8  of  this  title. 

§  1008.611—53  Program  screening. 

The  term  screening  means  the  process 
of  screening  special  tooling  related  to  a 
complete  airframe,  engine,  or  major 
component  before  the  tooling  becomes 
excess  due  to  production  phase-out. 
This  program  will  be  used  whenever  pos¬ 
sible.  The  general  procedures  are  as 
follows: 

(a)  The  local  plan  clearance  officer 
will  determine  through  the  contractor 
when  phase-outs  are  contemplated.  The 
local  plan  clearance  officer  will  screen 
the  special  tooling  with  the  screening 


agencies  by  means  of  a  transmittal  letter 
prepared  according  to  §  1008.611-50  and 
include  the  approximate  date  of  produc¬ 
tion  phase-out.  (Schedules  are  not 
required.) 

(b)  Disposition  of  the  tooling  will  be 
accomplished  according  to  the  recom¬ 
mendations  received  from  the  screening 
activities  and  §  1008.611-52. 

5.  Add  §  1008.611-54  as  follows: 

§  1008.611—54  Screening  of  standard 
test  equipment  items  which  are  com¬ 
ponents  of  special  tooling. 

In  some  instances  property  reported 
as  special  tooling  or  special  test  equip¬ 
ment  may  include  as  a  component  or 
unit  of  a  composite  item  of  special  tool¬ 
ing  or  special  test  equipment,  standard 
shelf  type  items  or  items  of  standard 
test  equipment.  Listings  containing 
such  items  will  initially  be  screened  as 
prescribed  in  §  1008.611-51  to  determine 
any  continuing  requirement  in  connec¬ 
tion  with  the  end  item  procured  under 
the  contract. 

(a)  If  there  are  no  further  end  item 
requirements  for  special  tooling  as  com¬ 
posite  units,  the  items  of  special  tooling 
will  be  reviewed  to  determine  whether 
there  are  standard  shelf  type  or  test 
equipment  items  which  are  components 
of  the  special  tooling  which  may  be  eco¬ 
nomically  removed  and  reused.  In  event 
the  contractor  has  a  continuing  require¬ 
ment  for  such  items  under  other  cost 
type  or  facilities  contracts,  the  adminis¬ 
trative  contracting  officer  will  authorize 
their  removal  from  the  composite  units 
and  transfer  to  the  appropriate  contracts. 

( 1 )  If  the  requirement  is  such  that  the 
item  is  appropriately  classified  as  a  facil¬ 
ity  item,  the  transfer  to  a  facility  con¬ 
tract  will  be  coordinated  with  WRU, 
Warner  Robins  AMA,  and  upon  approval 
AMC  Form  51  (BOB  No.  21-R071.3), 
“Industrial  Equipment  Inventory  and 
Inspection  Report,”  will  be  prepared  and 
submitted  to  WRU. 

(2)  In  event  the  continuing  require¬ 
ment  is  in  connection  with  the  fabrica¬ 
tion  of  other  special  tooling  items,  into 
which  the  standard  test  items  are  to  be 
incorporated,  the  transfer  will  be  to  the 
supplies  contract.  In  this  instance,  the 
equipment  will  not  be  reported  to  WRU 
but  will  be  controlled  as  a  separate  item 
(by  the  contractor)  until  incorporated 
into  the  special  tooling,  at  which  time 
control  will  be  established  as  a  com¬ 
ponent  of  the  tooling. 

(b)  Standard  test  equipment  items 
which  may  be  economically  removed 
from  the  composite  unit  and  reused,  hav¬ 
ing  a  unit  cost  $500  or  more  and  falling 
within  the  categories  established  as 
“controlled  items”  by  AM  CM  78-1,  which 
are  excess  to  the  known  requirements 
of  the  contractor,  will  be  listed  and  re¬ 
ported  to  WRU,  WRAMA,  see  paragraph 
6b(2),  chapter  4,  part  one,  AM  CM  78-1, 
for  decision  as  to  whether  the  items  are 
desired  for  inclusion  in  the  Industrial 
Reserve  Inventory.  In  event  the  items 
are  not  required  for  inclusion  in  the  In¬ 
dustrial  Reserve  Inventory,  WRU  will  so 
advise  the  originator  of  the  listing  and 
disposition  of  the  composite  unit  will  be 
accomplished  through  plant  clearance 
action. 


(c)  All  other  items  of  standard  test 
equipment  which  are  components  of  spe¬ 
cial  tooling  items  and  which  may  be  eco¬ 
nomically  removed  and  reused,  and  are 
excess  to  the  known  requirements  of  the 
contractor,  will  be  adequately  described 
and  listed  as  noncontrolled  facility  items 
on  a  DD  Form  543,  “Inventory  Schedule 
B,”  and  reported  for  screening.  The 
items  will  not  be  removed  from  the  com¬ 
posite  units  of  special  tooling  unless  and 
until  decision  has  been  made  that  the 
articles  are  desired.  In  event  no  re¬ 
quirement  is  established  for  retention  of 
the  items,  the  composite  units  will  be 
disposed  of  through  plant  clearance  ac¬ 
tions.  Standard  items  will  be  com¬ 
pletely  identified  and  described  if  offered 
for  donation  or  sale. 

6.  In  §  1008.2010(d)  (4),  a  subpara¬ 
graph  (viii)  is  added  as  follows: 

§  1008.2010  Responsibility  of  termina¬ 
tion  contracting  officers  authorized  to 
terminate  contracts  for  default. 
***** 

(d)  •  *  * 

(4)  *  *  * 

(viii)  Hq  AMC  as  follows: 

One  copy  to  Termination  and  Plant  Clear¬ 
ance  Branch  (MCPKT) . 

One  copy  to  Financial  Branch  (MCPMF). 

One  copy  to  Office  of  Inspetclon  (MCPI) . 

7.  Revise  §  1008.2011  to  read  as  fol¬ 
lows: 

§  1008.2011  Procedure  for  handling 
termination  for  breach  of  contract 
with  contracts  not  over  $2,500  that  do 
not  contain  default  clauses. 

See  §  16.303  of  this  title. 

(a)  Where  a  contractor  has  failed  to 
perform  according  to  the  terms  of  his 
contract  without  justifiable  excuse  and 
the  contracting  officer  at  the  activity 
issuing  the  contract  is  of  the  opinion  that 
the  contractor  has  thereby  “breached”  a 
contract  that  does  not  contain  a  default 
clause,  the  contracting  officer  will  take 
the  following  action: 

(1)  Conduct  an  investigation  as  de¬ 
scribed  in  §  1008.2010  in  the  degree  nec¬ 
essary  to  determine  whether  or  not  the 
Government  may  refuse  to  accept  further 
deliveries  and  subsequently  reprocure  the 
supplies  or  services  from  another  source. 
Should  such  an  investigation  indicate 
that  the  Government  may  not  at  the 
time  refuse  to  accept  goods  or  services, 
the  contracting  officer  may  thereafter 
attempt  to  negotiate  for  and  expedite 
delivery,  or  in  the  alternative  he  may 
terminate  the  contract  for  convenience  of 
the  Government  on  a  cost  or  no  cost 
basis,  as  warranted.  If  doubt  exists  as 
to  whether  a  bilateral  contract  exists,  it 
is  suggested  that  the  advice  of  the  local 
staff  judge  advocate  be  obtained. 

(2)  If  the  investigation  indicates  that 
the  Government  is  not  obligated  to  ac¬ 
cept  future  deliveries  and  may  purchase 
the  goods  or  services  from  another 
source,  the  contracting  officer  at  the 
activity  issuing  the  contract  will,  after 
obtaining  a  local  staff  judge  advocate 
review  (see  Subpart  E,  Part  1054  of  this 
chapter) ,  notify  the  contractor  by  tele¬ 
gram  (Written  Report  of  Delivery)  or 
registered  mail  (Return  Receipt)  in  sub¬ 
stantially  the  format  shown  below: 
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Tou  are  hereby  notified  that  your  failure 
to  perform  ( Contract  or  Purchase  Order 

Mo.  _ )  In  the  time  required  by  the 

terms  thereof  constitutes  a  Breach  of  Con¬ 
tract.  The  Government  will  no  longer  accept 
delivery  thereunder  and  at  Its  option  may 
procure  the  undelivered  supplies  from  an¬ 
other  source.  The  Government  will  hold  you 
liable  for  any  and  all  damages  resulting  from 
your  Breach  of  Contract. 

(3)  Upon  receipt  of  the  “breach” 
notice  by  the  contractor,  the  contracting 
officer  may  then  reprocure  the  goods  or 
service  from  another  source  if  the  re¬ 
quirement  still  exists. 

(4)  Upon  execution  of  the  reprocure¬ 
ment  contract,  the  contracting  officer 
will,  after  coordination  with  the  local 
staff  judge  advocate,  make  demand  upon 
the  “breached"  contractor  for  all  valid 
damages,  which  would  be  in  the  form  of 
a  letter  “Demand  for  Payment  of  Dam¬ 
ages  as  a  Result  of  Breach  of  Contract." 
The  letter  demanding  damages  need  not 
follow  any  particular  format  but  should 
clearly  state:  (i)  Contractor’s  name 
and  complete  address,  (ii)  contract  or 
purchase  order  number,  (iii)  the  date  of 
the  notice  of  breach  of  contract,  (iv) 
name  and  complete  address  of  repro¬ 
curement  contractor  plus  the  date  and 
contract  nufnber,  (v)  a  reasonably  de¬ 
tailed  computation  of  the  method  of  ar¬ 
riving  at  the  extent  of  damages,  and 
(vi)  a  demand  to  forward  payment  to 
the  appropriate  accounting  and  finance 
activity  (payable  to  the  Treasurer  of 
the  United  States) . 

(5)  Concurrently  with  the  issued  of 
the  demand  for  payment  of  damages 
notice,  the  contracting  officer  will  fur¬ 
nish  a  copy  of  that  notice  to  the  appro¬ 
priate  accounting  and  finance  office,  as 
cited  in  the  breached  contract,  to  per¬ 
mit  instituting  necesary  collection  pro¬ 
cedures.  (See  Subpart  V,  Part  1054  of 
this  chapter.)  After  referral  to  the  ap¬ 
propriate  accounting  and  finance  office, 
the  contracting  officer  is  not  required  to 
make  any  further  attempts  to  recover  the 
damages  caused  by  the  “breach  of  con¬ 
tract,"  unless  requested  to  do  so  by  the 
accounting  and  finance  office. 

(b)  Some  AF  contracts  do  contain  a 
Disputes  Clause  although  the  termina¬ 
tion  clauses  have  not  been  incorporated 
therein.  If  the  contract  contains  a  Dis¬ 
putes  Clause  the  “breached”  contractor 
may  properly  appeal  (the  “breach  no¬ 
tices"  issued  by  the  contracting  officer) 
to  the  Secretary  of  the  Air  Force.  In  the 
event  of  an  appeal  the  provisions  of 
5  1054.504  will  be  complied  with. 

(c)  If  the  contract  contains  neither 
a  default  termination  clause  nor  a  dis¬ 
putes  clause  the  contractor  is  not  en¬ 
titled  to  invoke  the  appellate  procedures 
afforded  by  the  Disputes  Clause.  The 
“breached"  contractor  may  normally  re¬ 
sort  to  a  court  of  law  for  his  remedy, 
if  any. 

(d)  Distribution  of  copies  of  notices: 
Upon  issuance  to  the  contractor  of  (1)  A 
“breach”  notice  or  (2)  a  demand  for 
payment  of  damages,  one  copy  of  each 
notice  will  be  distributed  to  each  recipi¬ 
ent  of  the  contract,  and  one  copy  of 
each  notice  will  be  promptly  forwarded 
to  AMC  (MCPKTT  i .  Further  distribu¬ 
tion  of  copies  of  the  aforementioned 
notices  will  be  kept  to  a  minimum;  how¬ 


ever,  major  commands  may  implement 
this  distribution  provision  to  the  extent 
deemed  appropriate. 

(Sec.  8012,  70A  Stat.  488;  10  U.S.C.  8012. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat. 
127-133;  10  U.S.C.  2301-2314) 


PART  1009— PATENTS,  DATA,  AND 
COPYRIGHTS 

Subpart  A — Patents 

§  1009. 107-6  [Amendment] 

1.  In§  1009  107-6: 

a.  In  paragraph  (c)  “Specialized  Proj¬ 
ects  Branch  (MCPPA)”  is  changed  to: 
“Procurement  Committee  (MCPC) ." 

b.  Paragraph  (e)  is  revised  to  read 
as  follows: 

(e)  In  respect  to  the  clauses  of  sub- 
paragraphs  (c)  and  (d)  of  this  section, 
the  contracting  officer  will  consult  the 
cognizant  staff  judge  advocate  for  ad¬ 
vice,  the  cognizant  staff  judge  advocate 
may  forward  all  questions  relating  to 
Patent  Rights  clauses,  within: 

( 1  >  AMC  and  WADD  to  AMC  (MCJP) . 

'  (2)  ARDCtoARDC  (RDJP). 

2.  Revise  §  1009.107-7  to  read  as 
follows: 

§  1009.107-7  Contracts  placed  for 
NASA. 

If  necessary  to  obtain  the  NASA 
“Property  Rights  in  Inventions”  clause 
as  required  by  §  9.107-7(a)  (1)  (5)  of 
this  title,  contracting  officers  should 
communicate  with  National  Aeronautics 
and  Space  Administration,  Patent  Coun¬ 
sel,  Office  of  General  Counsel,  1520  H 
Street  Northwest,  Washington  25,  D.C. 
identifying  the  work  request. 

§  1009.107-50  [Deletion] 

3.  Section  1009.107-50  is  deleted. 

4.  Revise  §  1009.110(a)  (1)  to  read  as 
follows: 

§,1009.110  Reporting  of  royalties. 

(a)  •  *  • 

(1)  *  •  • 

(i) Hq  AMC,  AMC  Aeronautical  Sys¬ 
tems  Center  (ASC),  WADD,  and  AF 
procuring  activities  other  than  AMC  or 
ARDC  directly  to  AMC  (MCJP). 

(ii)  AMC  field  procurement  activities 
other  than  AMCASC  to  the  AMC  local 
staff  judge  advocate.  The  staff  judge 
advocate  will:  (a)  Review  the  forms  for 
completeness,  (b)  retain  one  copy,  and 
(c)  send  the  remaining  two  copies  to 
AMC  (MCJP) . 

(iii)  ARDC,  other  than  WADD,  di¬ 
rectly  to  the  Chief,  Patents  Division 
(RDJP ) ,  Hq  ARDC.  RDJP  will  send  one 
copy  of  the  form  to  MCJP  for  coordina¬ 
tion  and  recommendation. 

Subpart  B—  Data  and  Copyrights 

In  §  1009  202-1  (a),  a  new  subpara¬ 
graph  (5)  is  added,  and  former  sub- 
paragraph  (5)  is  redesignated  subpara¬ 
graph  (6),  as  follows: 

§  1009.202—1  Acquisition  of  data. 

(a)  General.  (1)  *  •  * 

(5)  Contract  number  identification  on 
data.  The  following  clause  will  be  in¬ 
cluded  in  the  Schedule  of  all  contracts 
in  which  data  is  specified  to  be  delivered. 


Contractor  agrees  to  mark  the  number  of 
this  Contract  on  all  Data  delivered  here¬ 
under. 

(6)  Product  improvement  programs 
or  independent  research.  *  *  * 

Subpart  K — Processing  and  Clearance 
of  Invention,  Subcontract  and 
Royalty  Reports 

1.  Revise  §  1009.1101  to  read  as  fol¬ 
lows: 

§  1009.1101  Applicability  of  subpart. 

This  subpart  applies  to  the  staff  judge 
advocate,  Hq  AMC  and  Hq  ARDC,  AMC 
field  procurement  activities,  contract  ad¬ 
ministration  activities,  AMC  and  ARDC 
local  staff  judge  advocates,  and  AF  ac¬ 
counting  and  finance  offices  responsible 
for  payment  of  AF  contracts,  pursuant 
to  the  requirements  of  the  Patent  Rights 
clause  and  Reporting  of  Royalties  clause 
or  approved  deviations,  contained  in  such 
contracts.  These  provisions  are  also  in¬ 
tended  as  a  guide  to  contractors  in  pre¬ 
paring  and  submitting  required  reports. 

§  109.1102  [Deletion] 

2.  Delete  §  1009.1102. 

§§  1009.1103  and  1009.1104  [Redesig- 
nation] 

3.  Redesignate  §§  1009.1103  and  1009.- 
1104  as  §§  1009.1102  and  1009.1103. 

§  1009.1105  [Redesignation] 

4.  Section  1009.1105  is  redesignated 
§  1009.1104;  paragraph  (a)  (4)  is  deleted 
and  paragraph  (c)  is  amended  to  read  as 
follows: 

§  1009.1104  Responsibility  of  contrac¬ 
tor. 

*  *  '  *  *  * 

(c)  Royalty  reports.  If  the  contract 
contains  a  Reporting  of  Royalties  clause 
(Domestic)  prescribed  by  §  9.110  of  this 
title  prior  to  ASPR  Revision  38,  October 
15,  1958,  or  the  Reporting  of  Royalties 
(Foreign)  clause  and  is  in  an  amount 
exceeding  $50,000,  the  contractor  is  re¬ 
quired  to  submit  Royalty  Reports  accord¬ 
ing  to  the  provisions  of  the  appropriate 
clause. 

(1)  Royalty  Reports  under  paragraph 

(a)  of  the  Reporting  of  Royalties  (Do¬ 
mestic)  clause  and  under  the  Reporting 
of  Royalties  (Foreign)  clause  will  be  sub¬ 
mitted  as  follows: 

(1)  The  contractor  has  the  option  of 
submitting  the  required  information  by 
either  of  the  following  methods,  by  the 
use  of: 

(a)  DD  Form  783,  “Royalty  Report”, 
in  three  copies  including  all  information 
called  for  by  that  form,  if  the  report  is 
affirmative,  and  one  copy  if  the  report  is 
negative. 

(b)  Contractor’s  own  form  or  letter, 
submitted  in  three  copies  containing  the 
same  information  called  for  by  DD  Form 
783. 

(ii)  A  negative  report  must  be  sub¬ 
mitted  when  no  royalties  in  excess  of 
$250  have  been  paid  or  are  to  be  paid  to 
any  one  person  or  firm  in  connection 
with  the  performance  of  the  contract. 

(2)  Royalty  Reports  under  paragraph 

(b)  of  the  Reporting  of  Royalties  (Do¬ 
mestic)  clause.  (Contracts  executed 
prior  to  October  15,  1958.) 
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(i>  When  the  contractor  has  obtained 
approval  under  the  provisions  of  para- 
0,-aphs  (b)  and  (c)  of  the  clause  to  file 

single  consolidated  report  of  royalties, 
j,e  will  furnish  only  one  copy  of  the  letter 
o*r  approval  to  the  office  administering 
the  contract. 

g  1 009. 1106  [  Redcsignation  ] 

5.  Redesignate  §  1009.1106  as  §  1009. 
1105,  and  revise  to  read  as  follows: 

§  1009.1105  Responsibility  of  office  ad¬ 
ministering  the  contract. 

The  office  administering  the  contract 
is  responsible  for  the  following  action 
regarding  the  various  reports  submitted 
by  the  contractor  under  §  1009.1104. 

(a)  Invention  disclosure  reports  and 
interim  reports  of  inventions.  (1)  Re¬ 
viewing  each  report  submitted  to  deter¬ 
mine  whether  it  contains  all  the  infor¬ 
mation  required  for  a  report  of  that  type 
under  §  1009.1104(a)  (1)  and  (2) ,  includ¬ 
ing  a  complete  patentability  search  re¬ 
port  or  document  where  available.  If 
the  report  does  not  contain  all  such  in¬ 
formation,  the  necessary  additional  in¬ 
formation  should  be  obtained  immedi¬ 
ately  from  the  contractor. 

(2)  Forwarding  all  copies  of  each 
Invention  Disclosure  Report  and  two 
copies  of  each  Interim  Report  of  Inven¬ 
tions,  whether  affirmative  or  negative, 
one  of  which  must  be  an  original  and 
manually  signed  by  the  appropriate  rep- 
•  resentative  of  the  contractor,  and  all  in¬ 
closures,  directly  to  the  staff  judge  advo¬ 
cate  of  the  procuring  activity  which 
wrote  the  contract  or  the  office  of  the 
staff  judge  advocate  to  which  procure¬ 
ment  responsibility  has  been  transferred. 
One  copy  of  the  report  itself  will  be  re¬ 
tained  by  the  office  administering  the 
contract  as  a  part  of  the  official  contract 
file  and  disposed  of  according  to  existing 
records  disposition  procedures.  The 
cover  letter  forwarding  these  reports  will 
contain  the  following  information:  (i) 
Date  of  contract,  (ii)  amount  of  contract, 
(iii)  subject  of  contract,  (iv)  accounting 
and  finance  office  which  is  disbursing 
funds,  (v)  indication  of  whether  a  Patent 
Rights  Clause  and/or  a  Reporting  of 
Royalties  Clause  is  included  in  the  con¬ 
tract,  (vi)  name  and  organizational  code 
of  initiator  and  buyer,  (vii)  name  and 
organizational  code  of  project  engineer, 
and  (viii)  type  of  contract. 

(b)  Final  reports  of  inventions,  reports 
of  subcontractors  and  reports  of  royal¬ 
ties.  (1)  Insuring  that  each  of  these 
reports  is  obtained  from  the  contractor 
in  sufficient  time  to  enable  the  issuance 
of  clearances,  as  hereinafter  provided, 
before  the  presentation  by  the  contractor 
of  its  completion  voucher  to  the  account¬ 
ing  and  finance  office.  Immediately  upon 
receipt  of  a  contract  containing  the 
Patent  Rights  or  Reporting  of  Royalties 
clause,  the  office  administering  the  con¬ 
tract  should  establish  a  target  date  for 
requesting  the  required  reports  from  the 
contractor.  Normally  at  approximately 
75  percent  of  completion  of  the  contract 
or  60  to  90  days  in  advance  of  final  ship¬ 
ment  on  the  contract,  if  the  required 
reports  have  not  been  submitted,  the 
contractor  should  be  requested  to  submit 
them  as  soon  as  practicable. 


(2)  Checking  each  report  submitted 
to  determine  whether  it  is  complete  and 
contains  all  the  information  required  for 
a  report  of  that  type  set  forth  under 
§  1009.1104  (a)(3),  (b),  or  (c).  If  the 
report  is  not  complete  in  all  respects,  the 
necessary  additional  information  should 
be  obtained  immediately  from  the 
contractor. 

(3)  Forwarding  copies  of  these  reports, 
at  least  one  of  which  must  be  an  original 
and  manually  signed  by  the  contractor, 
as  follows: 

(i)  Final  report  of  invention:  The 
original  and  one  copy  of  the  report, 
whether  affirmative  or  negative,  and  all 
inclosures  will  be  sent  to  the  staff  judge 
advocate  cf  the  procuring  activity  which 
wrote  the  contract,  or  the  office  of  staff 
judge  advocate  to  which  procurement 
responsibility  has  been  transferred.  One 
copy  of  the  report  will  be  retained  by  the 
office  administering  the  contract  as  a 
part  of  the  official  contract  file  and  dis¬ 
posed  of  according  to  existing  records 
disposition  procedures.  The  cover  letter 
forwarding  these  reports  will  contain  the 
same  information  as  required  by  para¬ 
graph  (a)(2)  of  this  section. 

(ii)  Reports  of  Subcontracts  will  be 
processed  as  in  subparagraph  (3)  (i)  of 
this  paragraph.  The  copy  of  any  sub¬ 
contract  patent  rights  clause  submitted 
by  the  contractor  should  be  forwarded 
directly  to  the  staff  judge  advocate  of 
the  procuring  activity  which  wrote  the 
contract,  or  to  the  office  of  the  staff  judge 
advocate  to  which  procurement  respon¬ 
sibility  has  been  transferred.  The 
cover  letter  forwarding  these  reports  and 
clauses  will  contain  the  same  informa¬ 
tion  as  required  by  paragraph  (a)(2)  of 
this  section,  unless  such  information  has 
been  previously  furnished. 

(c)  Reports  of  royalties.  After  re¬ 
viewing  each  report  submitted  to  deter¬ 
mine  whether  it  contains  all  the  infor¬ 
mation  required  for  a  report  of  that  type 
under  §  1009.1104(c),  the  office  adminis¬ 
tering  the  contract  will  take  the  follow¬ 
ing  additional  action  with  respect  to 
royalty  reports:  (1)  Negative  royalty  re¬ 
ports  will  be  retained  by  the  office  ad¬ 
ministering  the  contract;  without  further 
investigation,  that  office  will  issue  a 
clearance  under  the  Reporting  of  Royal¬ 
ties  clause  to  the  accounting  and  finance 
office  in  the  manner  prescribed  in 
5  1009.1103(b).  If  the  contractor  has 
obtained  approval  under  the  provisions 
of  paragraph  (b)  and  (c)  of  the  Re¬ 
porting  of  Royalties  clause  to  file  a  single 
consolidated  report  of  royalties  and  has 
previously  furnished  a  copy  of  the  letter 
of  approval  to  the  office  administering 
the  contract,  that  office  will  immediately 
advise  the  appropriate  accounting  and 
finance  office  not  to  withhold  payment 
by  virtue  of  the  Reporting  of  Royalties 
clause  in  any  contracts  with  the  desig¬ 
nated  contractor,  unless  otherwise  re¬ 
quested  by  AMC  (MCJP)  or  ARDC 
(RDJP) .  (2)  The  original  and  one  copy 

of  affirmative  royalty  reports  and  all  in¬ 
closures  will  be  forwarded  for  review  and 
clearance  to  AMC  (MCJP),  if  the  pro¬ 
curing  activity  which  wrote  the  contract 
is  within  AMC  or  WADD,  or  to  ARDC 
(RDJP)  if  the  procuring  activity  which 
wrote  the  contract  is  within  ARDC  but 


not  WADD.  The  cover  letter  forwarding 
these  reports  will  contain  the  same  in¬ 
formation  as  is  required  by  paragraph 
(a)  (2)  of  this  section. 

§  1009.1107  [Redesignation] 

6.  Section  1009.1107  is  redesignated 
section  1009.1106  and  is  revised  to  read 
as  follows: 

§  1009.1106  Responsibility  of  AMC  or 
ARDC  local  staff'  judge  advocate. 

The  staff  judge  advocate  of  the  pro¬ 
curing  activity  which  wrote  the  contract 
or  the  office  of  the  staff  judge  advocate 
to  which  procurement  responsibility  has 
been  transferred  will  take  the  following 
action  respecting  reports  submitted  by 
contractors  and  transmitted  to  that  staff 
judge  advocate  according  to  §  1009.1105. 

(a)  General.  Review  all  reports  for 
proper  compliance  with  pertinent  con¬ 
tractual  requirements  and  the  require¬ 
ments  of  §1009.1104.  If  a  report  is  not 
complete  in  all  respects,  the  necessary 
additional  information  should  be  ob¬ 
tained  immediately  from  the  contractor 
through  the  office  administering  the  con¬ 
tract  before  any  clearances  are  made 
or  reports  forwarded  to  the  appropriate 
command  staff  judge  advocate. 

(b)  Invention  reports — (1)  Invention 
disclosure  reports,  (i)  With  respect  to 
inventions  on  which  the  contractor  re¬ 
ports  it  has  filed  or  will  file  patent  appli¬ 
cations,  the  invention  disclosure  reports, 
after  examination  for  adequacy  and 
completeness,  including  a  completed  pat¬ 
entability  search  report  or  document 
where  available,  will  be  forwarded,  in 
the  case  of  contracts  written  by  an  AMC 
or  WADD  procuring  activity,  to  AMC 
(MCJPC) .  (See  §  1009.1108  (c).)  The 
staff  judge  advocate  of  the  procuring  ac¬ 
tivity  which  wrote  the  contract  or  to 
which  procurement  responsibility  has 
been  transferred  will  obtain  and  forward 
to  AMC  (MCJP)  in  the  case  of  contract 
written  by  an  AMC  or  WADD  procuring 
activity,  or  to  ARDC  (RDJP)  in  the  case 
of  contracts  written  by  an  ARDC  pro¬ 
curing  activity  other  than  WADD,  a  com¬ 
pleted  AFPI  Form  83,  “Contractor’s  Con¬ 
firmatory  License  to  Government,”  or 
an  equivalent  form  furnished  by  the  con¬ 
tractor,  with  respect  to  such  inventions. 

(ii)  With  respect  to  inventions  on 
which  the  contractor  has  stated  it  will 
not  file  patent  applications,  the  staff 
judge  advocate  will  obtain  completed 
ARDC  Form  203,  “Invention  Evalua¬ 
tion”,  or  AFPI  Form  70 A  (formerly  AMC 
Form  780  for  such  inventions.  Such 
evaluation,  applicable  disclosure  and 
patentability  search  report  or  document, 
where  available,  will  be  forwarded  to 
AMC  (MCJPC)  if  the  contract  was  writ¬ 
ten  by  an  AMC  or  WADD  procuring 
activity,  or  ARDC  (RDJP)  if  the  con¬ 
tract  was  written  by  an  ARDC  procuring 
activity  other  than  WADD. 

(2)  Interim  reports  of  inventions,  (i) 
Negative:  If  the  Interim  Reports  of  In¬ 
ventions  are  negative,  the  reports  will 
be  retained  by  the  staff  judge  advocate 
until  the  contract  has  been  cleared  ac¬ 
cording  to  paragraph  (e)  of  this  section. 

(ii)  Affirmative:  Affiirmative  Interim 
Reports  of  Inventions  which  summarize 
only  inventions  which  previously  have 
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been  disclosed  will  be  handled  in  the 
manner  set  forth  in  subdivision  (i)  of 
this  subparagraph.  If  an  affirmative 
Report  of  Inventions  lists  inventions  not 
previously  disclosed,  the  staff  judge  ad¬ 
vocate  will  request  through  the  office 
administering  the  contract  a  complete 
disclosure  from  the  contractor.  Upon 
receipt  of  the  disclosure,  the  staff  judge 
advocate  will  take  the  action  prescribed 
in  subparagraph  (1)  (i)  and  (ii)  of  this 
paragraph. 

(3)  Final  report  of  inventions,  (i) 
Affirmative:  (a)  If  the  final  report  is 
affirmative  and  lists  inventions  not  pre¬ 
viously  disclosed,  the  staff  judge  advo¬ 
cate  will  request  through  the  office  ad¬ 
ministering  the  contract  a  complete 
disclosure  from  the  contractor.  Upon 
receipt  of  the  disclosure,  the  staff  judge 
advocate  will  take  the  action  prescribed 
in  subparagraph  (1)  of  this  paragraph. 

(b)  If  the  contractor  has  reported  that 
Subject  Inventions  were  made  under  the 
contract  and  if  the  development  work 
under  the  contract  has  been  completed, 
the  opinion  of  the  appropriate  project 
engineer  or  other  similarly  qualified  Gov¬ 
ernment  personnel  will  be  obtained  as  to 
whether  the  contractor  has  reported 
all  of  the  Subject  Inventions  which 
were  made  under  the  contract.  It  is 
emphasized  that  this  inquiry  should  be 
made  independently  of  the  contractor 
and  without  his  collaboration.  If  the 
person  contacted  concurs  in  the  report, 
clearance  will  be  made  according  to  para, 
graph  (e)(1)  (i)  of  this  section.  If  the 
person  contacted  believes  that  the  con¬ 
tractor  has  not  reported  all  Subject  In¬ 
ventions  made  under  the  contract,  the 
matter  will  be  referred  back  to  the  con¬ 
tractor,  making  specific  reference  to  the 
Subject  Invention  in  question.  Only 
upon  complete  reporting  by  the  contrac¬ 
tor  and  concurrence  therewith  by  the 
project  engineer  or  other  qualified  Gov¬ 
ernment  personnel  will  clearance  be 
made  according  to  paragraph  (e)(1)  (i) 
of  this  section. 

(ii)  Negative:  If  the  final  report  under 
any  type  of  contract  other  than  a  Tech¬ 
nical  Representative  Service  Contract  is 
negative  in  that  the  contractor  has  re¬ 
ported  that  no  Subject  Inventions  were 
made  under  the  contract,  and  if  the 
development  work  under  the  contract  has 
been  completed,  the  opinion  of  the  ap¬ 
propriate  project  engineer  or  other 
similarly  qualified  Government  person¬ 
nel  will  be  obtained.  It  is  emphasized 
that  this  laboratory  check  should  be 
made  independently  of  the  contractor 
and  without  his  collaboration.  If  the 
person  contacted  concurs  in  the  report, 
clearance  will  be  issued  according  to 
paragraph  (e)  (1)  (ii) .  If  the  person 
contacted  believes  that  the  contractor 
did  conceive  or  first  reduce  to  practice  an 
invention  in  the  performance  of  the  con¬ 
tract,  the  matter  will  be  referred  back 
to  the  contractor,  making  specific  refer¬ 
ence  to  the  development  in  question. 
Only  upon  complete  reporting  by  the 
contractor  and  concurrence  therewith  by 
the  project  engineer  or  other  qualified 
Government  personnel  will  clearance  be 
made  as  in  paragraph  (e)  (1)  (i).  Nega¬ 
tive  reports  under  Technical  Representa¬ 
tive  Service  contracts  may  be  cleared 


without  the  above  inquiry  having  been 
made,  according  to  paragraph  (e)  (1)  (i). 

(c)  Subcontract  reports.  (1)  If  the 
report  from  the  prime  contractor  shows 
that  subcontracts  were  awarded  which 
contained  a  Patent  Rights  clause  and 
that  the  subcontracts  are  complete,  cpn- 
duct  correspondence  with  each  subcon¬ 
tractor  listed  to  obtain,  according  to  the 
particular  Patent  Rights  clause  in¬ 
cluded  in  its  subcontract,  either  of  the 
following : 

(1)  One  copy  of  a  negative  report  of 
inventions  when  no  invention  within  the 
terms  of  the  subcontract  Patent  Rights 
clause,  was  made  by  the  subcontractor. 

(ii)  Two  copies  of  full  Invention  Dis¬ 
closure  Reports  containing  the  infor¬ 
mation  required  in  §  1009.1104(a)(l) 
for  any  inventions,  within  the  terms 
of  the  subcontract  Patent  Rights  clause, 
made  by  the  subcontractor.  One  copy 
of  each  Patentability  Search  Report  or 
similar  document  will  be  requested  of  the 
subcontractor  for  each  of  such  inven¬ 
tions  if  the  subcontractor  has  had  such 
a  search  made  with  respect  to  such  in¬ 
ventions  or  has  otherwise  determined 
that  such  invention  reasonably  appears 
to  be  patentable,  if  the  subcontractor  de¬ 
cides  not  to  file  a  patent  application,  and 
if  the  costs  of  such  search  or  determina¬ 
tion  are  allowable  as  an  item  of  cost, 
under  the  subcontract,  or  such  search  or 
determination  will  be  furnished  without 
specific  charge. 

( 2 )  Subcontractors’  Invention  Dis¬ 
closure  Reports  and  Patentability  Search 
Reports  or  Documents  will  be  processed 
in  the  same  manner  as  those  of  prime 
contractors. 

(3)  Forwarding  of  prime  contractor 
invention  reports  should  not  be  delayed 
to  include  subcontractors’  invention  Dis¬ 
closure  Reports. 

(4)  If  the  Report  from  the  prime  con¬ 
tractor  shows  that  no  subcontracts  were 
awarded  which  contained  a  Patent 
Rights  clause,  no  further  notice  is  re¬ 
quired,  other  than  the  clearance  pre¬ 
scribed  in  paragraph  (e)(1)  of  this 
section. 

(d)  Clearance  record.  When  clear¬ 
ance  is  made  according  to  paragraph  (e-) 
of  this  section,  an  appropriate  record 
will  be  maintained. 

(e)  Clearance  for  final  payment. 
Clearances  as  defined  in  §  1099.1102(c) 
and  procedures  set  forth  in  §  1009.1103 
will  be  prepared  and  processed  as 
follows: 

(1)  Clearance  under  Patent  Rights 
clause:  Contractor  must  submit  both  a 
Subcontract  Report  (see  §  1009.1104(b) ) 
and  a  Final  Invention  Report  (see 
51009.1104(a)(3))  before  clearance  un¬ 
der  the  Patent  Rights  clause  can  be 
made.  The  further  processing  of  prime 
contractors’  affirmative  Subcontract  Re¬ 
ports  required  by  paragraph  (c)  of  this 
section  need  not  be  accomplished  prior 
to  clearance.  Clearance  procedure  fur¬ 
ther  depends  on  whether  the  Final  In¬ 
vention  Report  is  affirmative  or  negative. 

(i)  Affirmative:  Clearance  will  be 
made  and  processed  according  to  §  1009.- 
1103,  when  it  is  determined  under  para¬ 
graph  (b)(3)(i)  of  this  section  that 
clearance  should  be  granted. 

(ii)  Negative:  If  the  final  report  is 
negative  and  is  submitted  under  a  Tech¬ 


nical  Representative  Service  Contract 
issue  clearance  according  to  §  1009.1103 
without  further  investigation  or  action. 
If  the  final  report  is  negative  and  is  sub¬ 
mitted  under  any  other  type  of  contract, 
issue  clearance  according  to  §  1009.1103 
when  it  is  determined  under  paragraph 
(b)  (3)  (ii)  of  this  section  that  clearance 
should  be  granted. 

(2)  Clearance  under  Reporting  of 
Royalties  clause  in  contracts:  Clearance 
under  this  clause  will  not  be  issued  by 
the  AMC  or  ARDC  local  staff  judge  ad¬ 
vocate,  but  clearance  will  be  issued  by 
the  office  administering  the  contract  if 
the  report  is  negative  or  by  MCJP  or 
RDJP  if  the  report  is  affirmative  (See 
§  1009.1105(b)  (3)  (iii) ) . 

§  1009.1108  [Rcdcsignation] 

7.  Redesignate  5  1009.1108  as  §  1009.- 

1107  and  revise  to  read  as  follows: 

§  1009.1107  Responsibility  of  account¬ 
ing  and  finance  office. 

If  the  Accounting  and  Finance  Office 
receives  the  completion  voucher  from  the 
contractor  for  final  payment  on  a  con¬ 
tract  for  which  necessary  clearances 
have  not  been  received,  the  accounting 
and  finance  office  will  forward  a  request 
for  the  status  of  clearance  to  the  office 
administering  the  contract.  All  requests 
will  set  forth  the  contractor’s  name  and 
address,  contract  number,  and  the  nature 
of  the  clearance  about  which  informa¬ 
tion  is  desired.  Upon  the  receipt  of  such 
a  request,  the  office  administering  the 
contract  will  obtain  the  desired  informa¬ 
tion,  and  advise  the  requesting  account¬ 
ing  and  finance  office  of  the  status  of 
clearance.  Under  no  circumstance 
should  the  accounting  and  finance  office 
request  the  status  of  clearance  prior  to 
the  actual  receipt  of  the  completion 
voucher  from  the.  contractor  for  final 
payment.  Under  no  circumstances 
should  the  accounting  and  finance  office 
forward  a  request  for  status  of  clear¬ 
ance  to  the  staff  judge  advocate. 

§  1009.1109  [Redesignation] 

8.  Redesignate  §  1009.1109  as  §  1009.- 

1108  and  revise  to  read  as  follows: 

§  1009.1108  Responsibility  of  Hq  AMf. 
and  Hq  ARDC. 

AMC  (MCJPC),  and  ARDC  (RDJP), 
wall  be  responsible  for  the  following  ac¬ 
tion  with  respect  to  the  various  types  of 
reports: 

(a)  General.  Rendering  advice  and 
assistance  on  all  questions  concerning 
this  Subpart  K  which  have  been  for¬ 
warded  through  the  appropriate  AMC  or 
ARDC  local  staff  judge  advocate. 

(b)  Invention  disclosure  reports  and 
interim  reports  of  inventions.  Taking 
necessary  steps,  according  to  the  terms 
of  the  Patent  Rights  clause,  to  obtain 
assignments  of  invention^  on  which  the 
contractor  has  elected  not  to  file  patent 
applications  but  on  which  the  Govern¬ 
ment  intends  to  file  patent  applications. 

(c)  Royalty  reports.  Checking  all  af¬ 
firmative  reports  as  to  appropriateness 
of  payment  of  the  royalties  reported  and 
conducting  necessary  correspondence 
with  contractors  and/or  their  licensors 
to  resolve  all  questions  arising  from  the 
reports. 
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(d)  Clearance.  In  the  case  of  affirm¬ 
ative  royalty  reports,  clearance  will  be 
issued  after  the  appropriateness  of  the 
royalty  report  has  been  determined. 
Clearance  as  defined  in  §  1009.1102(c) 
will  be  processed  according  to  §  1009.1103 

(a),  with  an  information  copy  being 
sent  to  the  staff  judge  advocate  of  the 
procuring  activity  which  wrote  the 
contract. 

§1009.1110  t  Redesignation] 

9.  Redesignate  §  1009.1110  as  §  1009. 
1109. 

(Sec.  8012  ,  70A  Stat.  488;  10  U.S.C.  8012. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat. 
127-133;  10  U.S.C.  2301-2314) 


PART  1010— BONDS  AND  INSURANCE 
Subpart  C — Insurance;  General 

1.  Add  §  1010.300  as  follows: 

§  1010.300  Scope  of  subpart. 

See  §  10.300  of  this  title. 

§  1010.301  [Amendment] 

2.  In  §  1010.301  the  symbol  “MCPPB” 
is  amended  to:  “MCPF.” 

3.  Revise  §  1010.303  to  read  as  follows: 

§  1010.303  Responsibility  for  loss  of  or 
damage  to  Government  property. 

For  additional  clauses  covering  these 
responsibilities  see  §  1007.3103-6  of  this 
chapter  (Construction  Contracts)  and 
§1007.2703-2  of  this  chapter  (Facilities 
Contracts) .  x 

§  1010.303—50  [Amendment] 

4.  In  §  1010.305-50,  the  symbol 
“MCPPB”  is  changed  to:  “(MCPF)”. 

PART  1012— LABOR 

Subpart  A — Basic  Labor  Policies 

Section  1012.102-3 (c)  is  revised  to 
read  as  follows: 

§  1012.102—3  Procedures. 

*  *  *  *  * 

(c)  Contract  clause  for  approved  over¬ 
time.  In  addition  to  the  clause  specified 
in  §  12. 102-3  (c)  of  this  title,  the  following 
clause  will  be  incorporated  in  all  con-- 
tracts  for  performance  of  which  a  speci¬ 
fied  amount  of  overtime  or  extra-pay 
shifts  has  been  authorized. 

APPROVAL  OF  OVERTIME  AND  EXTRA - 
PAY  SHIFTS 

***** 

Subpart  D — Labor  Standards  in 
Construction  Contracts 

1.  Revise  §  1012.402  to  read  as  follows: 

§  1012.402  Applicability. 

The  contracting  officer  will  determine 
the  applicability  of  the  acts  cited  in 
§  12.401  of  this  title.  In  case  of  doubt, 
AMC  contracting  officers  will  submit  the 
matter  to  the  appropriate  AMC  staff 
judge  advocate  for  advice.  Major  air 
command  contracting  officers  may  seek 
the  advice  of  their  own  staff  judge  ad¬ 
vocate  or,  alternatively,  of  the  Staff 
Judge  Advocate,  Hq  AMC,  using  normal 
command  channels.  Requests  for  opin¬ 
ions  by  the  Secretary  of  Labor  concern¬ 


ing  the  applicability  or  interpretation  of 
the  acts  and  regulations  cited  in  §  12.401 
of  this  title,  supported  by  full  informa¬ 
tion  and  documentation,  will,  after 
coordination  with  the  Staff  Judge  Ad¬ 
vocate,  Hq  AMC,  be  submitted  by  Hq 
AMC  to  Hq  USAF  (AFMPP-PR-3) . 

2.  In  §  1012.404-1,  the  heading  is 
amended:  §  1012.404-1  now  reads  as 
follows :  . 

§  1012.404—1  General. 

( a )  Administration  of  labor  standards. 
Special  labor  problems  encountered  by 
contracting  officers,  in  connection  with 
administration  of  contract  provisions, 
may  be  referred  to  AMC  (MCPK)  when 
related  to  facility  contracts  and  (MCPP) 
for  all  others. 

(b)  Examination  of  records.  Prior  to 
the  approval  of  payment  on  any  con¬ 
struction  contract,  the  contracting  officer 
administering  the  contract  will  initiate 
such  examinations  into  the  records  and 
activities  of  the  contractor  and  his  sub¬ 
contractors)  as  are  necessary  to  insure 
full  compliance  with  the  applicable  labor 
statutes  and  labor  standards  provisions 
in  this  subpart. 

(Sec.  8012,  70A  Stat.  488;  10  U.S.C.  8012. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat. 
127-133;  10  U.S.C.  2301-2314) 


PART  1013— GOVERNMENT 
PROPERTY 

Subpart  A — General 

1.  Revise  §1013.101-65  to  read  as 
follows: 

§  1013.101-65  AF  representative. 

The  term  “AF  representative”  as  used 
in  this  part  and  Part  1030,  Appendixes 
B  and  C  of  this  chapter,  means  an  AF 
plant  representative  or  chief  of  an  air 
procurement  district  or  test  site  office 
under  the  jurisdiction  of  a  contract  man¬ 
agement  region  (CMR)  commander;  or 
the  chief  of  a  procurement  office  in:  (a) 
An  AMC  field  procurement  activity,  (b) 
an  AMC  foreign  central  procurement  ac¬ 
tivity,  (c)  an  AF  base  procurement  ac¬ 
tivity  (ConUS  and  Foreign),  or  (d) 
ARDC. 

2.  In  §1013.102-50(b) ,  revised  subpar¬ 
agraph  (5)  and  paragraph  (c),  as 
follows : 

§  1013.102-50  Bailments. 

***** 

(b)  *  *  * 

(5)  Aircraft  will  be  bailed  under  ap¬ 
propriate  bailment  agreement  when  the 
purpose  of  use  is  that  defined  for  codes 
EB  or  XU  Aircraft  assigned  for  the  pur¬ 
poses  of  code  CW  only,  will  not  be  bailed 
but  will  be  furnished  under  the  supply 
or  services  contract. 

***** 

(c)  The  Director  of  Procurement  and 
Production,  Hq  AMC,  has  determined 
that  contracting  officers  of  AMC  field 
procurement  activities  may  enter  into 
and  execute  bailment  agreements  and 
amendments  thereto  for  the  loan  of 
Government  property,  except  complete 
aircraft,  to  AF  contractors.  This  au¬ 
thorization  for  contracting  officers  at 
depot  and  AMA  level  pertains  only  to 
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bailment  actions  relative  to  contracts 
which  are  placed  by  the  depot  and  AMA 
and  in  this  connection  the  procedures 
of  §  1013.2004(a)  will  be  followed.  De¬ 
pot  and  AMA  contracting  officers  will 
not  enter  into,  execute  or  amend  bail¬ 
ment  agreements  for  which  procurement 
responsibility  remains  at  AMC  centers. 
All  master  bailment  agreements  and  all 
AMC  bailment  actions  pertaining  to 
complete  aircraft  (whether  a  new  bail¬ 
ment  or  a  request  for  amendment  to  an. 
existing  bailment  agreement)  will  be 
accomplished  by  the  Bailment  and 
Leasing  Section  (LMEMSB) ,  AMC  Aero¬ 
nautical  Systems  Center. 

3.  In  §  1013.102-51,  add  paragraphs 
(c)  and  (d)-  as  follows: 

§  1013.102—51  Emergency  assistance  to 
civil  aircraft  and  military  contract 
carriers. 

***** 

(c)  This  section  applies  to  AF  bases, 
continental  United  States  and  overseas. 
Civil  air  carriers,  operating  under  mili¬ 
tary  charter  flights,  are  not  considered  to 
be  military  contract  carriers  under  the 
conditions  set  forth  in  this  section. 

(d)  All  bailment  agreements  entered 
into  by  commanders  of  AF  bases  will  be 
administered  by  a  contracting  officer  of 
the  AMC  Aeronautical  Systems  Center 
(LMENS) . 

4.  In  §  1013.103,  subparagraphs  ,(5) 
and  (6)  of  paragraph  (b)  are  revised, 
and  paragraph  (c)  is  revised,  as  follows: 

§  1013.103  Control  of  Government  prop¬ 
erty. 

***** 

(b)  *  *  * 

(5)  Commanders  and  deputy  com¬ 
manders  of  contract  management 
regions,  AMC  field  procurement  activi¬ 
ties,  and  separate  base  procurement  ac¬ 
tivities  with  power  of  redelegation  of 
only  that  authority  cited  in  paragraph 
(a)(2)  of  this  section,  to  the  director 
of  contract  administration  for  the  CMRs 
or  to  the  staff  officer  responsible  for  pro¬ 
curement  matters  at  the  other  activities, 
provided  such  officer  is  not  below  the 
level  of  the  director  of  procurement  and 
production  at  their  air  materiel  area,  or 
equivalent  organization.  Authority  con¬ 
tained  in  paragraph  (a)  (1)  and  (3)  of 
this  section  is  not  subject  to  further 
redelegation. 

(6)  Commanders  and  deputy  com¬ 
manders  of  Air  Materiel  Forces  ( AMFEA 
and  AMFPA),  with  power  of  redelega¬ 
tion  not  to  extend  below  a  staff  officer 
responsible  for  procurement  of  the  first 
echelon  of  command  immediately  sub¬ 
ordinate  thereto. 

*  *  *  •  * 

(d)  The  Industrial  Property  Branch 
(MCPKI) ,  Hq  AMC  *  *  *  and  overseas). 

Subpart  GG — Providing  Vehicles  to 
Air  Force  Contractors 

1.  Add  §  1013.3300  as  follows: 

§  1013.3300  Scope  of  *ubpart. 

This  subpart  establishes  policies,  as¬ 
signs  responsibilities,  and  prescribes  pro¬ 
cedures  within  limitations  set  forth 
under  §§  13.102  and  13.103  of  this  title 
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and  §§  1013.102  and  1013.103  of  this 
chapter. 

(a)  Providing  industrial  vehicular 
equipment  to  AP  contractors,  including 
industrial  facility  contracts,  lease  agree¬ 
ments,  and  service  contracts. 

(b)  Reporting  all  vehicles  in  posses¬ 
sion  of  AF  contractors. 

2.  Revise  §  1013.3301(c)  to  read  as  fol¬ 
lows: 

§  1013.3301  Policy 

*  *  *  •  * 

(c)  Construction  vehicular  equipment 
will  be  provided  only  under  facilities 
contracts  and  after  approval  by  the 
responsible  AMC  center. 

3.  Add  §  1013.3304  as  follows: 

§  1013.3304  Assignment. 

(a)  Industrial  vehicular  equipment 
provided  under  AP  contracts,  as  specified 
in  §  1013.3300(a),  are  controlled  by  the 
responsible  AMC  center,  however,  Indus¬ 
trial  Resources  Division  <MCPM),#  Hq 
AMC,  may  authorize  major  air  com¬ 
mands  to  acquire  and/or  control  indus¬ 
trial  vehicular  equipment  for  AF  con¬ 
tractors  under  the  jurisdiction  of  the 
respective  commands.  Vehicles  will  not 
be  provided  until  an  assignment  number 
has  been  provided  by  the  responsible 
AMC  center.  Requests  will  state:  (i) 
Why  it  is  not  economically  feasible  for 
the  contractor  to  furnish  or  purchase  his 
own  vehicular  equipment;  (ii)  the  equip¬ 
ment  cannot  be  economically  leased  or 
rented  by  the  contractor;  and  (iii)  the 
type  of  utilization  and  complete  justifi¬ 
cation  for  such  requirement. 

(b)  The  request  will  be  initiated  by  the 
contractor  and  submitted  to  the  appro¬ 
priate  ACO. 

(c)  The  ACO  will  approve  on  the  fol¬ 
lowing  basis: 

(1)  That  the  contractor  cannot  pro¬ 
vide  and  that  such  provisioning  is  ad¬ 
vantageous  to  the  Government. 

(2)  Proper  contractural  coverage 
exists.  For  facilities  contracts,  the  item 
must  be  included  in  the  Facilities  Ap¬ 
pendix  “A”,  and  approved.  In  supply 
and  service  contracts,  the  item  must  be 
listed  according  to  appropriate  facilities 
clause. 

(d)  After  approval  by  the  ACO,  the 
original  and  two  exact  duplicates  of  the 
request  will  be  processed  through  chan¬ 
nels  to  the  responsible  AMC  center.  The 
original  is  retained  on  file  at  the  AMC 
center  until  disposal  of  the  vehicle,  one 
duplicate  is  retained  as  a  working  record 
in  the  AMC  center  and  the  other  re¬ 
turned  directly  to  the  ACO. 

(e)  Since  AF  in4ustrial  vehicles  are 
acquired  to  accomplish  production  of  air¬ 
craft  and  are  built  to  contractor  specifi¬ 
cations,  to  meet  such  production  require¬ 
ments,  military  specifications  are  not 
practical  and  seldom  applicable.  Stand¬ 
ard  commercial  catalog  models  and  types 
are  utilized  wherever  possible,  and  the 
assignment  number  is  approved  on  this 
design  basis.  In  the  area  of  special  types 
of  vehicular  equipment,  the  design  and 
specifications  must  be  submitted  to  the 
responsible  AMC  center  to  provide  the 


final  basis  for  approval  of  assignment 
number. 

4.  Revise  §  1013.3305  to  read  as 
follows : 

§  1013.3303  Lease;  rental. 

(a)  The  contractor  may  request  and 
the  ACO  authorize  the  rental  or  lease 
for  a  short  period  of  time  and  apply  the 
costs  against  applicable  AF  contracts. 
Requests  for  periods  in  e'xcess  of  6 
months  or  recurrent  short  period  re¬ 
quests  exceeding  a  total  of  6  months 
must  be  forwarded  through  channels  by 
the  ACO,  to  the  responsible  AMC  center 
and  must  contain  the  following: 

(1)  Contractor’s  statement  why  he 
will  not,  or  cannot,  provide  with  private 
funds. 

(2)  Contractor’s  justification  for  the 
requirement,  type,  and  quantity  of  ve¬ 
hicles  required,  and  the  costs  of  lease 
or  rental. 

(3)  Name  and  address  of  lessor  or 
rental  agency. 

(4)  Recommendations  and  comments 
by  the  ACO  on  conditions  connected 
with  the  action. 

(b)  The  ACO  will  not  approve  a  rental 
action  for  a  period  in  excess  of  6  months 
until  he  has  received  prior  approval 
from  the  responsible  AMC  center. 

5.  Add  §§  1013.3306,  1013.3307  and 

1013  3308  as  follows: 

§  1013.3306  Registration  and  identifica¬ 
tion. 

Contractor  -  operated  Government  - 
owned  vehicles  will  retain  AF  registra¬ 
tion  numbers.  In  the  ConUS  the  ac¬ 
countability,  tagging,  identification,  and 
reporting  will  be  according  to  Part  30, 
Appendix  B  and  C  of  this  title.  Except 
for  the  registration  number  which  may 
be  placed  inconspicuously  on  the  vehicle, 
all  AF  insignia  and  markings  will  be  re¬ 
moved  by  the  contractor  upon  receipt 
of  a  vehicle  on  permanent  transfer  basis 
and  the  words  “Contractor  Vehicle 
Operated  by  (Name  and  address  of  con¬ 
tractor),”  will  be  painted  conspicuously 
on  both  sides  of  the  vehicle. 

§  1013.3307  Transfer,  replacement  and 
disposal  (ConUS). 

(e)  After  the  letter  of  request  has 
been  review  by  the  responsible  AMC  cen¬ 
ter  and  assignment  number  approved, 
availability  of  the  required  vehicle  will 
be  determined.  There  will  be  no  restric¬ 
tions  on  providing  standard  commercial 
type  vehicles  from  the  surplus  listings' 
(SF  120)  so  long  as  conformance  is  made 
with  §  1013.3301(e).  Assignment  num¬ 
ber  will  be  referenced  in  item  23,  AMC 
Form  266.  “Request  for/and  Shipping 
Authorization,”  when  requesting  avail¬ 
able  vehicles. 

(b)  Transfer  of  vehicles  within  a  prime 
contract  structure  will  be  made  accord¬ 
ing  to  Category  I,  Idle  Equipment  pro¬ 
cedures. 

(c)  Vehicles  excess  to  the  requirements 
of  a  contractor  will  be  inspected  and 
reported  as  Idle  Equipment  Category  I, 
III,  IV,  or  V.  Shipping  authorizations 
(AMC  Form  266B)  will  be  issued  by 
WRAMA.  This  authorization  will  order 


the  vehicle  shipped  or  will  request  plant 
clearance  action. 

(d)  Replacement  of  vehicles  will  be 
handled  as  one  item  being  declared  ex¬ 
cess,  as  is  paragraph  (c)  of  this  section, 
and  one  item  being  acquired,  as  in  para¬ 
graph  (a)  of  this  section.  The  original 
assignment  number  will  be  used  as  au¬ 
thority  for  the  replacing  item. 

§  1013.3308  Acquisition  under  the  con¬ 
tract  (ConUS). 

When  the  required  vehicular  equip¬ 
ment  cannot  be  acquired  by  transfer 
from  the  industrial  reserve,  supply  stocks 
or  surplus  listings  (SF  120,  issued  by 
Materials  Redistribution  Division,  Bu¬ 
reau  of  Supplies  and  Accounts,  Depart¬ 
ment  of  the  Navy) ,  the  assignment  num¬ 
ber  may  be  used  by  the  ACO  to  authorize 
purchase.  This  method  of  procurement 
is  accomplished  by  reimbursement  to  the 
contractor,  after  the  item  is  delivered  by 
reimbursement  to  the  contractor,  after 
the  item  is  delivered  according  to  assign¬ 
ment  specifications,  under  the  applicable 
contract. 

§  1013.3310  [Amendment] 

6.  In  §  1013.3310,  “Maintenance”,  de¬ 
lete  the  words  “to  be”  in  the  first  line, 
and  add  the  following  as  a  second  sen¬ 
tence:  “See  §  1007.2703-2  (e)  of  this 
chapter  for  guidance.” 

7.  Section  1013.3311(a)  is  revised  as 
follows: 

§  1013.3311  Modification  and  cannibali¬ 
zation. 

(a)  It  will'  become  necessary  from 
time  to  time  to  modify  or  cannibalize  to 
meet  production  schedules.  To  keep 
such  actions  to  an  absolute  minimum 
and  maintain  records  of  costs  and  usa¬ 
bility,  it  will  be  necessary  to  receive 
written  approval  -from  the  responsible 
AMC  center,  prior  to  modification  or 
cannibalization  of  any  item  of  vehicular 
equipment  held  under  contract  within 
the  scope  of  this  subpart. 

(Sec.  8012,  70A  Stat.  488;  10  U.S.C.  8012. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat. 
127-133;  10  U.S.C.  2301-2314) 


PART  1016— PROCUREMENT  FORMS 

Subpart  D — Construction  Contract 
Forms 

Revise  §§  1016.451-1  and  1016.451-2  to 
read  as  follows: 

§  1016.451—1  Preconstruction  confer¬ 
ence  checklist  (AFPI  Form  27). 

(a)  Available  as  a  reproducible  offset 
master.  Local  reproduction  of  cut  sheet 
forms  for  fill-in  purposes  from  the  off¬ 
set  master  is  authorized  after  appropri¬ 
ate  additional  items  have  been  listed  in 
Section  IV  of  the  reproducible  master. 

(b)  See  §  1054.3004(b)(1)  of  this 
chapter  for  additional  instructions. 

§  1016.451-2  Construction  contract 
progress  schedule  (AFPI  Form  78). 

Bureau  of  Budget  approval  number  21- 
R129  for  AFPI  Form  78  expires  Decem¬ 
ber  31,  1960  (see  §  1054.3004(b)  (2)  of 
this  chapter) . 
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management  division;  and  (3)  the  author¬ 
ity  to  approve  the  release  of  procurement 
quality  control  UR  Exhibits  may  be  dele¬ 
gated  to  the  chief  and  deputy  chief  of  the 
quality  control  division  of  the  AFPROs, 
TSOs,  APDs,  and  AF  field  procurement 
offices  not  directly  under  the  Jurisdiction  of 
an  APD,  except  as  may  be  otherwise  desig¬ 
nated.  The  use  of  the  extended  authority 
will  require  administrative  review  by  the 
AM  A,  AMP  or  depot  director  of  logistics  sup¬ 
port  management,  or  director  of  quality  con¬ 
trol  as  appropriate,  for  justification  and 
sufficiency  of  all  requests  for  release  of  UR 
Exhibits  to  a  contractor;  adherence  to  the 
requirements  contained  herein;  and  inclu¬ 
sion  of  record  of  shipment  or  other  dispo¬ 
sition  of  the  exhibits .  in  the  materiel  im¬ 
provement  project  (MIP)  file. 


assigned  to  an  ARDC  property  administrator 
located  at  the  respective  sites  and  (2)  those 
contracts  with  contractors  at  locations  as¬ 
signed  to  a  procuring  activity  other  than  the 
Air  Force  for  property  administration. 

(a)  The  ARDC  activity  assigned  adminis¬ 
tration  of  contracts  with  profit  organiza¬ 
tions,  including  the  above  designated  con¬ 
tractors  under  which  Government  property 
is  furnished  or  acquired  will  forward  formal 
request  for  assignment  of  a  property  admin¬ 
istrator  to  the  cognizant  Air  Procurement 
District  or  the  AF  plant  representative  of¬ 
fice,  attn:  chief,  industrial  property. 

3.  Revise  C-203  to  read  as  follows: 

C-203  Duties  and  responsibilities  of  the 
property  administrator,  (a)  The  property 
administrator  will  be  familiar  with  the  func¬ 
tions  of  other  AF  personnel  who  have  a 
duty  or  responsibility  in  connection  with 
Government  property.  These  other  AF 
functions  include,  but  are  not  limited  to, 
audit,  quality  control,  plant  clearance,  and 
production. 

(b)  Approval  of  the  contractor's  property 
control  system  (see  paragraph  C-207.2)  is 
subject  to  the  adequacy  of  established  prop¬ 
erty  control  records  and  procedures.  In 
reviewing  this  system,  the  property  admin¬ 
istrator  will  evaluate  the  prescribed  inter¬ 
nal  controls  and  conduct  such  tests  or 
examinations  as  are  reasonably  necessary  to 
determine  that  (1)  The  records  and  pro¬ 
cedures  are  commercially  sound  and  (2)  that 
the  status  of  Government  property  will  be 
properly  reflected  therein.  •  The  property 
administrator,  in  performing  the  above  re¬ 
view  and  subsequent  examinations  and 
usage  analysis  required  by  the  Manual,  will 
take  into  consideration  and  utilize,  as  appro¬ 
priate,  the  data,  reports,  and  documentation 
concerning  property  control  which  origi¬ 
nates  from  reviews  or  examinations  of  the 
cognizant  Government  auditor  and  other 
assigned  representatives. 

(c)  See  §  30.3,  Appendix  C  of  this  title. 

(d)  Research  and  development  projects, 
because  of  the  nature  of  the  work  per¬ 
formed  thereunder,  are  not  readily  adaptable 
to  the  utilization  of  a  bill  of  materials  or 
other  normal  measures  of  allowances  as  in 
production  contracts.  In  determining  rea¬ 
sonableness  of  usage  or  consumption  of  Gov¬ 
ernment  property  under  such  projects,  the 
property  administrator  will  depend  largely 
upon  visual  and  physical  observation  of  the 
controls  exercised  in  connection  with  the 
property,  including  the  handling  prior  to  use 
and  the  general  conditions  under  which  used. 

(e)  to  (i)  See  $30.3,  Appendix  C  of  this 
title. 

Part  III — Contractor’s  Obligations: 

1.  In  C-304,  “Contractor’s  liability,’’ 
add  the  following  sentence: 

The  adjustment  of  discrepancies  inci¬ 
dent  to  shipment  of  Government  prop¬ 
erty  will  be  accomplished  according  to 
Subpart  U,  Part  1013  of  this  part. 

2.  In  C-307.1,  “Identification,”  para¬ 
graph  (a)  (iii),  “administrative  contrac¬ 
ting  officer”  is  changed  to  “property 
administrator.” 

Add  a  new  §  1030.5,  as  follows: 

§  1030.5  Appendix  E — Contract  Financ¬ 
ing. 

E-000  Scope;  financing  defined.  See  i  82.1, 
Subchapter  G  of  this  title. 

E-001  Purposes.  See  I  82.2,  Subchapter 
G  of  this  title. 

E-002  Application.  See  $  82.3,  Subchapter 
G  of  this  title. 

E-003  Implementation.  See  $  82.4,  Sub¬ 
chapter  G  of  this  title. 

Part  I — Introduction 

E-100  Scope  of  part.  See  §  82.5,  Sub¬ 
chapter  G  of  this  title. 


pART  1030— APPENDIXES  TO  AIR 
FORCE  PROCUREMENT  INSTRUC¬ 
TION 

§  1030.2  t  Amendment] 

Amend  §  1030.2  Appendix  B — Manual 
for  control  of  Government  property  in 
possession  of  contractors,  as  follows: 

Part  II— General  Provisions: 

1.  Revise  3-201  to  read  as  follows: 

B-201  Duties  and  responsibilities  of  the 
contract  administrator  with  respect  to  the 
control  of  Government  property,  (a)  to  (e) 
See  §  30.2,  Appendix  B  of  this  title. 

2.  Revise  B-203  to  read  as  follows : 

B-203  Duties  and  responsibilities  of  the 
property  administrator,  (a)  The  property 
administrator  will  be  familiar  with  the  func¬ 
tions  of  other  AF  personnel  who  have  a  duty 
or  responsibility  in  connection  with  Govern¬ 
ment  property.  These  other  AF  functions 
Include,  but  are  not  limited  to,  audit,  quality 
control,  plant  clearance,  end  production. 

(b)  Approval  of  the  contractor’s  property 
control  system  (see  also  paragraph  B-301(b) 
Is  subject  to  the  adequacy  of  established 
property  control  records  and  procedures.  In 
reviewing  this  system,  the  property  adminis¬ 
trator  will  evaluate  the  prescribed  internal 
controls  and  conduct  such  tests  or  examina¬ 
tions  as  are  reasonably  necessary  to  deter¬ 
mine  that:  (1)  The  records  and  procedures 
are  commercially  sound  and  (2)  that  the 
status  of  Government  property  will  be  prop¬ 
erly  reflected  therein.  The  property  admin¬ 
istrator,  in  performing  the  above  review  and 
subsequent  examinations  and  usage  analy¬ 
sis  required  by  'the  Manual,  will  take  Into 
consideration  and  utilize,  as  appropriate, 
data,  reports,  and  documentation  concerning 
property  control  which  originates  from  re¬ 
views  or  examinations  of  the  cognizant  Gov¬ 
ernment  auditor  and  other  assigned 
representatives. 

(c)  to  (e)  See  §  30.2,  Appendix  B  of  this 
title. 

(f)  Research  and  development  projects, 
because  of  the  nature  of  the  work  performed 
thereunder,  are  not  readily  adaptable  to  the 
utilization  of  a  bill  of  materials  or  other 
normal  measures  of  allowances  as  in  pro¬ 
duction  contracts.  In  determining  reason¬ 
ableness  of  usage  or  consumption  of 
Government  property  under  such  projects, 
the  property  administrator  will  depend 
largely  upon  visual  and  physical  observation 
of  the  controls  exercised  in  connection  with 
the  property,  including  the  handling  prior 
to  use  and  the  general  conditions  under 
which  used. 

(g)  and  (h)  See  §  30.2,  Appendix  B  of  this 
title, 

3.  In  B-205.1,  revise  paragraph  (b)  as 
follows: 

B-205.1  Military  Installations  or  other 
contractors’  plants. 


4.  In  Z-206,  “Segregation  or  com¬ 
mingling  of  Government  property  and 
contractor’s  property,”  paragraphs  (c) 
and  (d),  “ACO”  is  changed  to  "property 
administrator.” 

5.  In  B-207,  “Physical  inventories,” 
add  the  following:  “See  §  30.2,  Appendix 
B  of  this  title.” 

6.  B-207.1,  E-207.3  and  B-207.5  are 
deleted. 

In  Part  IV — Miscellaneous  Provisions: 

1,  In  B-401.1,  “Identification,”  para¬ 
graphs  (a)  (2)  and  (3),  “ACO”  is 

changed  to:- “property  administrator.” 

2.  Revise  B -403.3  to  read  as  follows: 

B-403.3  Approval  of  scrap  procedure,  (a) 
See  responsibilities  in  §  1054.2304  of  this 
chapter. 

(b)  Where  it  is  recognized  that  recording 
scrap  data  is  impracticable,  the  requirement 
may  be  waived  by  the  property  administrator, 
provided  it  is  determined  that  other  es¬ 
tablished  and  approved  controls  are  adequate 
and  more  feasible  in  protecting  the  interest 
of  the  Government.  A  determination  of  this 
nature  will  be  accomplished  in  writing  and 
placed  in  the  pertinent  contract  control  files. 

§  1030.3  [Amendment] 

Amend  §  1030.3  Appendix  C — Manual 
for  Control  of  Government  property  in 
possession  of  non-profit  research  and  de¬ 
velopment  contractors,  as  follows: 

In  Part  n — Government  Administra¬ 
tive  Provisions: 

1.  Revise  C-291  to  read  as  follows: 

C— 201  Duties  and  responsibilities  of  the 
contract  administrator  with  respect  to  the 
control  of  Government  property. 

(a)  to  (d)  see  §30.3,  Appendix  C  of  this 
title. 

(e)  The  written. advice  of  the  contract  ad¬ 
ministrator  will  contain  statements  as  to: 
(1)  An  investigation  has  been  made  of  the 
facts  and  circumstances  surrounding  the 
particular  case,  (2)  the  amount  of  liability, 
if  any,  and  (3)  where  liability  is  involved, 
the  method  and  details  of  settlement  se¬ 
lected  under  Subpart  V.  Part  1054  cf  this 
chapter.  It  is  not  required  that  the  property 
concerned  be  restated  in  the  written  advice 
if  a  listing  is  attached  and  appropriately 
referenced. 

2.  Add  C-202.50  as  follows: 

C-202.50  Designation  of  property  admin¬ 
istrators  pursuant  to  AMC-ARDC  agreement. 
Contracts  with  profit  organizations  under 
which  Government  property  is  furnished  or 
acquired  will  be  assigned  to  an  AMC  property 
administrator,  except  ( 1 )  Contracts  with 
ARO  Incorporated;  Arnold  Engineering  De¬ 
velopment  Center,  Tullahoma,  Tennessee; 
Pan  American  Airways,  Incorporated,  Patrick 
Air  Force  Base,  Florida;  and  Vitro  Corpora¬ 
tion,  Elgin  Air  Force  Base,  Florida,  will  be 


(b)  The  power  to  authorize  shipment  of 
UR  Exhibits  to  contractors  for  evaluation 
and  study  at  no  cost  to  the  Government, 
without  benefit  of  contractual  coverage,  has 
been  extended  to  the  commanders  of  CMRs, 
AMAs,  AF  depots  and  AMFs  with  power  of 
redelegation  to  and  through  the  director 
of  logistics  support  management  or  the  di¬ 
rector  of  quality  control  as  appropriate  to 
the  minimum  level  of  authority  set  forth 
in  the  following:  (1)  The  authority  to  ap¬ 
prove  the  release  of  engineering  UR  Exhibits 
under  the  Quick  Engineering  Fix  Program 
may  be  delegated  to  AFPRs  and  BARs,  (2) 
the  authority  to  approve  the  release  of  engi¬ 
neering  exhibits  other  than  described  in  (1) 
above  will  be  vested  in  the  chief  and  deputy 
chief  of  the  appropriate  logistics  support 
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RULES  AND  REGULATIONS 


E-101  Guaranteed  loans;  authority.  See 
§  82.6,  Subchapter  G  of  this  title. 

E-102  Guaranteed  loans;  description.  See 
{  82.7,  Subchapter  G  of  this  title. 

El-103  Advance  payments;  authority.  See 
$  82.8,  Subchapter  G  of  this  title. 

E-104  Advance  payments;  description. 
See  §  82.9,  Subchapter  G  of  this  title. 

E-105  Progress  payments;  authority.  See 
$  82.10,  Subchapter  G  of  this  title. 

El- 106  Progress  payments;  description. 
See  $  82.11,  Subchapter  G  of  this  title. 

El-107  Responsibilities.  See  $  82.12,  Sub¬ 
chapter  G  of  this  title. 

Part  II — Basic  Policies 

E-200  Scope  of  part.  See  $  82.13,  Sub¬ 
chapter  G  of  this  title. 

E-201  Acceleration  of  payments.  See 
$  82.14,  Subchapter  G  of  this  title. 

E-202  .Timely  action.  See  §82.15,  Sub¬ 
chapter  G  of  this  title. 

E-203  Uniformity.  See  §  82.16,  Subchap¬ 
ter  G  of  this  title. 

E-204  Small  business.  See  §  82.17,  Sub¬ 
chapter  G  of  this  title. 

E-205  Purpose  of  contract  financing.  See 
§  82.18,  Subchapter  G  of  this  title. 

E-206  Support  of  procurement;  minimiz¬ 
ing  monetary  loss.  See  §  82.19,  Subchapter 
G  of  this  title. 

E— 207  Reasonable  need.  See  §  82.20,  Sub¬ 
chapter  G  of  this  title. 

E-208  Working  capital  purposes.  See 
§  82.21,  Subchapter  G  of  this  title. 

E-209  Order  of  preference.  See  §  82.22, 
Subchapter  G  of  this  title. 

E-210  Financing  not  a  handicap.  See 
§  82.23,  Subchapter  G  of  this  title. 

E-211  Financial  responsibility  of  con¬ 
tractors.  See  §  82.24,  Subchapter  G  of  this 
title. 

E-212  Coordination  before  contract  award. 
See  §  82.26,  Subchapter  G  of  this  title. 

E-212.50  Facility  capability  report.  The 
FCR  .system  (see  Subpart  I,  Part  I  of  this 
title,  and  Subpart  I,  Part  1052  of  this  chapter 
to  be  later  superseded  by  appropriate  ASPR 
implementation)  provides  the  services  of 
personnel  qualified  and  competent  to  eval¬ 
uate  credit  and  'financial  problems  prior  to 
or  contemporaneously  with  contract  awards. 

E-212. 51  Financial  control  list,  (a)  Fi¬ 
nancial  Branch  (MCPMF),  Hq  AMC,  will 
screen  names  received  pursuant  to  the  re¬ 
quirements  of  paragraph  E-216  to  determine 
which  should  appear  on  the  Financial  Con¬ 
trol  List  referred  to  in  (d)  of  this  paragraph. 

(b)  Contract  Financing  Branch  (AFAAF- 
6C) ,  Hq  USAF,  furnishes  to  MCPMF  monthly 
a  list  of  contractors  who  meet  the  criteria 
of  §  82.86(d),  Subchapter  G  of  this  title. 

(c)  The  Departments  of  Army  and  Navy 
furnish  MCPMF  monthly  a  list  of  contractors 
which  require  Army  or  Navy  concurrence 
prior  to  contract  awards  by  the  Air  Force. 
The  Air  Force  has  placed  similar  restrictions 
on  Army  and  Navy.  Each  department  pub¬ 
lishes  an  Identical  list  known  as  the  inter¬ 
service  concurrence  list. 

(d)  In  the  interest  of  administrative  sim¬ 
plicity,  MCPMF  will  consolidate  the  names 
of  the  three  lists  into  a  single  list  and  dis¬ 
tribute  the  resulting  list  monthly  to  all  pro¬ 
curement  activities,  including  ARDC,  Army, 
and  Navy.  The  single  list  will  be  known  as 
the  Financial  Control  List.  See  §  82.87-1, 
Subchapter  G  of  this  title. 

(e)  The  reason  why  a  particular  name  is 
on  the  list  will  not  be  shown.  The  list  will 
be  classified  “For  Official  Use  Only”  and 
access  thereto  will  be  governed  by  AFR  11-30. 

(f)  MCPMF  will  establish  dollar  limita¬ 
tions  above  which  awards  may  not  be  made 
without  prior  clearance  with  MCPMF. 

E-212. 52  Proceduxes.,  (a)  If  it  becomes 
apparent  to  procurement  personnel  during 
placement  of  a  contract,  a  supplement  to  an 
existing  contract,  or  a  substantial  spare 
parts  order  under  an  existing  contract  and 
any  one  of  the  following  conditions  is  pres¬ 


ent;  the  procedure  set  forth  in  (b)  of  this 
paragraph  will  be  followed. 

( 1 )  The  proposed  contractor  cannot 
reasonably  be  expected  to  perform  without: 

(i)  Guarantee  of  a  bank  loan  by  the  Air 
Force.  (See  paragraph  E-300  of  this  Appen¬ 
dix  E.) 

(11)  Unusual  progress  payments  (see  para¬ 
graph  E— 500  of  this  Appendix  E). 

(ill)  Advance  payments  (See  paragraph 
15-400  of  this  appendix  E). 

(2)  Award  of  the  proposed  contract  would 
overload  the  proposed  contractor’s  produc¬ 
tion  capacity. 

( 3 )  The  proposed  contractor  does  not  have 
sufficient  working  capital,  credit,  or  sources 
of  borrowing  to  perform  the  proposed  con¬ 
tract. 

(4)  The  amount  of  Government  financial 
assistance  required  is  out  of  reasonable  pro¬ 
portion  to  the  proposed  contractor’s  invest¬ 
ment. 

(5)  The  proposed  contractor’s  name  is  on 
the  Financial  Control  List  referred  to  above. 

(6)  The  contractor's  name  is  on  the  hold¬ 
up  list  referred  to  in  paragraph  E-518.2  of 
this  Appendix  E. 

(b)  If  any  of  the  conditions  set  forth  in 

(a)  of  this  paragraph  exist,  procurement 
personnel  will  submit  the  matter  through 
normal  procurement  channels  to  AMC 
(MCPMF)  or  to  ARDC  (RDMKi  as  appropri¬ 
ate.  MCPMF  or  RDMK.  as  appropriate,  will 
determine  whether  approval  may  be  granted 
directly,  or  is  required  either  by  a  General 
Officer  at  Hq  AMC  or  Hq  ARDC  or  by  Hq 
USAF  according  to  Part  82,  Subchapter  G  of 
this  title,  particularly  paragraphs  E-517, 
E-505,  E— 406  or  E-300  of  this  Appendix  E. 
If  coordination  with  Army  or  Navy  is  re¬ 
quired,  MCPMF  or  RDMK,  will  obtain  it. 
Approvals  within  AMC  or  ARDC  will  be  ob¬ 
tained  according  to  normal  Command  pro¬ 
cedures.  If  prior  approval  by  higher  author¬ 
ity  at  Hq  USAF  is  required  and  is  recom¬ 
mended,  MCPMF  or  RDMK  will  submit  the 
matter  with  a  proposed  memorandum  of 
approval  on  Secretary  of  the  Air  Force  letter¬ 
head  outlining  the  pertinent  facts  therein 
and  approving  the  action  requested,  to  Hq 
USAF  ( AFMPP-PR ) .  In  the  case  of  a  small 
business  concern,  see  §  82.48,  Subchapter  G, 
and  §  1.705-6  of  this  title. 

(c)  Contracting  officers  and  personnel  per¬ 
forming  an  FCR  should  realize  that  Govern¬ 
ment  guarantee  of  a  bank  loan  is  a  normal 
method  of  assisting  defense  contractors  and 
subcontractors  in  acquiring  working  capital. 
A  request  by  a  bank  for  Government  guaran¬ 
tee  of  a  portion  of  a  loan  it  proposes  to 
make  to  a  contractor  does  not,  in  most  cases, 
reflect  upon  the  basic  credit,  ability,  or 
character  of  a  contractor.  Therefore,  if  the 
possibility  of  a  request  by  a  bank  for  Gov¬ 
ernment  guarantee  of  a  loan  is  the  only 
question  concerning  a  contractor’s  ability  to 
finance  a  proposed  contract,  the  Financial 
Branch  (MCPMF),  Hq  AMC,  will  grant  or 
deny  financial  clearance.  MCPMF  will  advise 
the  Contract  Financing  Branch,  Directorate 
of  Accounting  and  Finance,  Office  of  the 
Comptroller,  Hq  USAF  by  letter  of  actions 
taken  with  an  information  copy  to  Hq  USAF 
(aFMPP-PR).  If  other  factors  present  con¬ 
vince  MCPMF  that  prior  clearance  with  Hq 
USAF  would  be  warranted,  the  matter  will  be 
forwarded  as  set  forth  above. 

(d)  Guaranteed  loans.  In  submitting  the 
matter  to  AMC  ( MCPMF ) ,  use  AFPI  Form 
63 C  “FCR  Financial  Action  Summary”.  At¬ 
tach  the  following  data: 

(i)  Letter  from  the  bank  setting  forth  its 
Intentions  regarding  request  for  Governmeift 
guarantee  or  increase  or  extension  of  an  ex¬ 
isting  loan. 

(li)  A  statement  from  contracting  officer  as 
to  whether  he  would  recommend  issuance  of 
Certificate  of  Eligibility. 

(iii)  The  information  in  §  82.28,  Subchap¬ 
ter  G  of  this  title  necessary  for  MCPMF  to 
arrive  at  the  decision  required. 


(iv)  Breakdown  of  contractor  backlog  be¬ 
tween  Government  (by  agency)  and  com¬ 
mercial. 

(v)  Any  other  pertinent  data  necessary  to 
a  proper  conclusion  in  the  matter. 

(e)  Advance  payments.  See  §§82.61  and 
82.62,  Subchapter  G  of  this  title. 

(f)  Unusual  progress  payments.  See 
§  82.74,  Subchapter  G  of  this  title. 

E-213  Financial  information  and  analysis. 
See  §  82.27,  Subchapter  G  of  this  title. 

E-213. 50  Responsibilities.  (a)  The  di¬ 
rector  of  procurement  and  production  in 
each  APD  will  obtain  financial  information 
from  contractors  doing  business  with  the 
Air  Force  and  on  a  company  for  which  an 
FCR  is  being  completed  when  adequate  data 
is  not  available  from  published  sources.  Hq 
ARDC  will  obtain  financial  information  from 
contractors  for  contracts  which  are  being 
administered  solely  by  ARDC.  When  con¬ 
tractors,  under  AMC  administration,  also 
have  contracts  administered  by  ARDC,  finan¬ 
cial  surveillance  will  be  done  by  AMC.  See 
§  1053.404-4 (b)  of  this  chapter.  Forward  an 
original  or  a  signed  copy  of  each  item  of 
financial  data  to  AMC  (MCPMF),  as  soon 
as  received  from  companies  or  from  Internal 
AF  sources.  (See  paragraph  E-214.53). 

(b)  Buyers,  price  analysts,  or  others  will 
not  request  financial  data  from  contractors 
or  prospective  contractors  other  than  cost 
data  for  use  in  pricing  contracts.  If  an  FCR 
is  not  required,  anticipate  the  need  for  such 
data  and  request  the  information  from  the 
Financial  Branch  (MCPMF)  or  the  cog¬ 
nizant  APD,  whichever  is  nearer.  The  APD 
will  provide  or  will  direct  the  appropriate 
air  procurement  district  to  provide  the  need¬ 
ed  information.  A  division  or  subsidiary  of 
a  company  may  be  asked  to  obtain  financial 
data  from  its  home  office  if  needed  for 
completion  of  an  FCR. 

(c)  Procurement  personnel  who  receive 
financial  data  direct,  will  forward  it  to 
MCPMF  or  the  cognizant  APD  whichever  is 
nearer.  (See  paragraph  E-214.53.) 

E-213. 51  Obtaining  financial  data,  (a) 
When  possible  make  arrangements  for  auto¬ 
matic  forwarding  of  information  without 
necessity  for  periodic  requests.  Normally, 
regularly  published  quarterly  financial  state¬ 
ments  will  suffice.  In  exceedingly  weak  cases, 
monthly  financial  statements  may  be  re¬ 
quired.  With  unusually  strong  companies, 
semiannual  or  annual  statements  may  be 
sufficient. 

(b)  Special  cases.  If  a  contractor  or  a 
prospective  contractor  has  limited  working 
capital  or  shows  evidence  of  serious  financial 
weakness,  request  the  following  data  when 
completing  an  FCR. 

(1)  A  cash  flow  sheet.  See  §  82.28-1,  Sub¬ 
chapter  G  of  this  title. 

(2)  Statement  of  how  the  proposed  con¬ 
tract  will  be  financed. 

(3)  If  the  contract  will  be  financed  by 
new  capital,  appropriate  evidence  that  the 
additional  capital  will  be  furnished. 

(4)  If  the  contract  will  be  financed  by 
borrowing  from  a  bank,  an  agreement  or 
letter  from  the  bank  stating  that  it  will  loan 
a  specific  amount  or  that  it  will  furnish 
working  capital  sufficient  for  the  perform¬ 
ance  of  proposed  contract.  (This  letter  is 
not  to  require  a  commitment  fee.) 

(5)  If  the  contract  will  be  financed  by 
guarantee  of  an  individual  or  of  a  company, 
a  letter  from  the  individual  or  company 
(signed  by  an  officer  of  the  company,  stamped 
with  the  corporate  seal,  and  notarized),  to¬ 
gether  with  current  balance  sheet  of  com¬ 
pany  making  the  guarantee.  If  a  guarantee 
is  made  by  a  corporation,  a  certified  resolu¬ 
tion  of  the  board  of  directors  authorizing  the 
guarantee  and  disclosing  the  authority  of 
the  officer  signing  on  behalf  of  the  corpora¬ 
tion  to  so  obligate  the  corporation.  (See 
paragraph  E-214.51.)  • 

(6)  If  the  company  is  newly  organized,  a 
copy  of  the  incorporation  papers  and  a  bal- 
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ance  sheet  reflecting  amount  of  paid-in 
capital,  unless  such  data  has  previously  been 
furnished  to  the  Air  Force. 

(7)  Name  of  parent  company  and  affiliates, 
and  list  of  subsidiaries,  If  any. 

(8)  The  APD  may,  prior  to  granting  finan¬ 
cial  clearance,  require  the  proposed  contrac¬ 
tor  to  agree  In  writing  that  It  will  furnish 
financial  statements  acceptable  to  the  Air 
Force  during  the  life  of  the  contract.  The 
required  frequency  of  Interim  statements  will 
be  determined  according  to  paragraph 
E-213.51(a)  and  will  be  made  known  to  the 
proposed  contractor.  Fiscal  year-end  state¬ 
ments  in  such  cases  will  be  required  within 
90  days  after  the  close  of  the  fiscal  year  and 
Interim  statements  within  30  days  after  the 
close  of  the  Interim  period.  The  action  au¬ 
thorized  by  this  subparagraph  normally  will 
be  taken  by  the  APD  upon  determination 
that  close  surveillance  will  be  required  while 
contracts  are  outstanding  and  the  proposed 
contractor  does  not  publish  financial  state¬ 
ments  adequate  for  such  surveillance. 

(c)  Any  financial  statements  required  of  a 
contractor  will  be  specified  In  a  letter, 
whether  or  not  oral  requests  were  made  for 
the  specific  items  needed. 

E-214  Appropriate  information;  purposes. 
See  §§  82.28  and  82.27,  Subchapter  G  of  this 
title. 

£-214.50  Access  to  records.  If  a  company 
has  an  active  contract  providing  for  progress 
payments  or  advance  payments,  the  company 
has  a  contractual  obligation  to  furnish  fi¬ 
nancial  statements  and  other  collateral  In¬ 
formation.  See  paragraph  (g)  of  Progress 
Payments  clause  and  paragraph  (13)  of  the 
Advance  Payments  clause. 

E-214.51  Financial  guaranties.  Agree¬ 
ments  to  provide  financial  assistance,  per¬ 
formance  guaranties,  and  subordination 
agreements  will  be  reviewed  for  financial 
adequacy  and  legal  sufficiency  before  grant¬ 
ing  financial  clearance. 

E-214.52  Records  and  forms.  (a)  Use 
AFPI  Form  67,  “Subordination  Agreement 
(Applicable  to  One  Government  Contract),” 
AFPI  Form  67A,  “Subordination  Agreement 
(Applicable  to  More  Than  One  Government 
Contract) ,”  AFPI  Form  68,  “Guaranty  Agree¬ 
ment  for  Corporate  Guarantor  (Applicable 
to  One  Government  Contract),”  and  AFPI 
Form  63A,  "Guaranty  Agreement  for  Corpo¬ 
rate  Guarantor  (Applicable  to  More  Than 
One  Government  Contract),”  as  required. 
Deviations  must  be  approved  by  the  contract 
Management  Region  (CMR)  staff  judge  advo¬ 
cate.  The  CMR  staff  Judge  advocate’s  writ¬ 
ten  approval  will  be  affixed,  preferably  on  a 
separate  sheet.  Each  guaranty  agreement 
will  be  supported  by  a  current  financial 
statement  of  the  guarantor. 

(b)  Use  AFPI  Form  32,  "Financial  Data 
Record,”  and  AFPI  Form  33,  “Memorandum 
for  Credit  Files,”  for  recording  financial 
data. 

E-214.53  Financial  files.  MCPMF,  Hq 
AMC,  will  maintain  complete  financial  files 
on  AF  contractors.  The  only  other  complete 
financial  file  on  any  contractor  will  be  main¬ 
tained  at  the  APD. 

E-214.54  Bureau  of  Budget  clearance. 
Bureau  of  Budget  Clearance  No.  21-R033 
which  expires  February  15,  1963,  has  been  as¬ 
signed  to  requests  for  financial  data  within 
the  scope  of  this  part. 

E-215  Termination  financing.  See  §  82.29, 
Subchapter  G  of  this  title. 

E-216  Report  of  adverse  development; 
prompt  decisions,  (a)  Production,  quality 
control,  financial,  auditor  and  cognizant 
personnel  will  report  pertlneftt  facts  to  the 
ACO  who  will  take  whatever  protective  or 
remedial  course  of  action  is  open  to  him. 
The  ACO  will  report  the  situation  In  full  to 
the  procuring  contracting  officer  with  recom¬ 
mendations,  for  additional  action  through 
normal  channels  by  the  most  expeditious 
means.  The  PCO  will  take  whatever  action 
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is  proper,  prudent,  and  in  the  best  Interests 
of  the  Government. 

(b)  All  echelons  will  take  whatever  action 
they  can  within  their  scope  of  authority 
and  will  recommend  any  necessary  additional 
action  by  higher  authority  to  protect  the 
Interest  of  the  Government.  The  Interest 
of  the  Government  may  be  better  fostered 
by  providing  additional  financial  assistance 
and  the  advisability  of  recommending  addi¬ 
tional  assistance  should  be  given  due  weight 
in  the  light  of  the  existing  situation.  All 
action  will  be  governed  by  the  need  for  con¬ 
tinued  production.  The  cost  of  reprocure¬ 
ment,  the  loss  of  production  time,  and  the 
essentiality  of  the  procurement  should  be 
evaluated  against  any  risks  of  monetary  loss 
that  may  be  involved  In  recommending  ad¬ 
ditional  financial  assistance  or  continuing 
existing  assistance. 

(c)  Report  known  adverse  developments 
through  established  channels  to  MCPMF, 
Hq  AMC.  Describe  the  adverse  development, 
its  expected  impact  upon  continued  satis¬ 
factory  production  by  a  contractor  or  sub¬ 
contractor,  remedial  or  protective  measures 
taken,  and  recommend  a  course  of  action. 

(d)  MCPMF,  Hq  AMC,  will  explore  the 
matter  fully  with  AMC  and,  after  coordina¬ 
tion  with  MCP  on  the  production  aspects, 
will  take  appropriate  action  within  the 
limits  of  the  authority.  If  the  adverse  de¬ 
velopment  involves  a  contractor  or  subcon¬ 
tractor  having  a  bank  loan  guaranteed  by 
the  Air  Force,  a  progress  payment  or  an 
advance  payment,  NCPMF  will  describe  the 
adverse  development  fully,  its  expected  im¬ 
pact  upon  continued  satisfactory  production, 
remedial  actions  taken  by  MCPMF  and  lower 
echelons,  and  recommended  additional  ac¬ 
tion  by  higher  authority  in  an  electrically 
transmitted  message  or  airmail  letter  to  Hq 
USAF  ( AFMPP-PR ) . 

(e)  All  echelons  will  take  timely  appro¬ 
priate  protective  or  remedial  action  when 
an  adverse  development  occur-.  Requests 
for  information  received  by  AMC  activities 
directly  from  the  Secretarial  level  of  the  Air 
Force  will  be  handled  as  expeditiously  as 
possible.  Complete  coordinated  responses 
will  be  forwarded,  through  channels,  over 
the  signature  of  the  Chief  or  Deputy  Chief, 
Industrial  Resources  Division  (MCPM),  Hq 
AMC.  In  the  interest  of  accuracy  and  com¬ 
pleteness,  telephonic  responses  will  not  be 
made  unless  requested.  If  telephonic  re¬ 
sponse  is  made,  the  substance  of  the  inquiry 
and  the  reply  will  be  reduced  to  writing  and 
forwarded  by  the  Chief  or  Deputy  Chief, 
(MCPM),  Hq  AMC  to  Hq  USAF  ( AFMPP-PR ) 
for  information. 

(f)  In  addition  to  the  above,  the  director 
of  procurement  and  production  in  each  APD 
will  arrange  for  the  preparation  of  a  report 
as  of  the  end  of  January,  April,  July  and 
October  of  AF  contractors  under  the  Juris¬ 
diction  of  the  APD  who  have  or  who  are 
developing  serious  financial  problems  be¬ 
cause  of  production  or  other  difficulties. 
Also  see  paragraph  E-212.  The  report  will 
be  submitted  by  the  APD  through  the  Con¬ 
tract  Management  Region  (CMR)  to  reach 
MCPMF,  Hq  AMC,  by  the  15th  of  February, 
May,  August  and  November  respectively. 
The  report  (RCS:  2  AMC-N31)  will  show, 
with  respect  to  each  contractor  reported  on, 
(1)  the  nature  of  the  contractor’s  financial 
difficulty,  (ii)  factors  involved,  (iii)  subse¬ 
quent  changes,  if  any.  in  the  condition,  (lv) 
significant  financial  changes  that  have  taken 
place  or  can  reasonably  be  expected  to  occur 
as  a  result  of  the  difficulties  experienced,  and 
(v)  constructive  measures  taken,  contem¬ 
plated,  or  recommended  as  necessary  to  pro¬ 
tect  the  interests  of  the  Government.  The 
narrative  report  will  be  classified  “For  Official 
Use  Only.” 

E-217  Reports.  See  §82.31,  Subchapter 
G  of  this  title. 

E-218  Deviations;  amendments.  See 
§  82.32,  Subchapter  G  of  this  title. 
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E-219  Interpretations.  Send  written  re¬ 
quests  for  interpretations,  through  channels 
to  Hq  USAF  (AFMPP-PR). 

E-220  Foreign  procurement.  See  §  82.33 
(a),  Subchapter  G  of  this  title. 

Part  III — Guaranteed  Loans 

E-300  Scope  of  part.  See  §  82.34,  Sub¬ 
chapter  G  of  this  title. 

E-301  Federal  Reserve  Banks.  See  §  82.35, 
Subchapter  G  of  this  title. 

E-302  Board  of  Governors  of  the  Federal 
Reserve  System.  See  S  82.36,  Subchapter  G 
of  this  title. 

E  -303  Procedure  on  applications  of  a 
private  financing  institution.  See  §  82.37, 
Subchapter  G  of  this  title. 

(a)  Authority  to  issue  loan  guarantees  on 
behalf  of  the  Air  Force  rests  with  the  Deputy 
for  Contract  Financing  to  the  Assistant  Sec¬ 
retary  (Financial  Management). 

(b)  The  financial  aspects  of  an  applica¬ 
tion  for  guarantee  are  evaluated  by  the  Con¬ 
tract  Financing  Branch  (AFAAF-6C) ,  Hq 
USAF. 

(c)  A  contracting  officer  receiving  sched¬ 
ules  of  defense  contracts  from  a  Federal  Re¬ 
serve  Bank  will  notify  MCPMF,  Hq  AMC,  to 
avoid  duplication  of  effort. 

E-304  Loan  guarantees  to  Federal  Reserve 
Banks.  See  §  82.38,  Subchapter  G  of  this 
title. 

E— 305  Loan  guarantees  for  terminated 
contracts.  See  §82.39,  Subchapter  G  of  this 
title. 

E-306  Guaranteeing  agency.  See  §  82.40, 
Subchaptpr  G  of  this  title. 

E-307  100  percent  guarantees.  See  §  82.41, 
Subchapter  G  of  this  title. 

E-308  Asset  formula.  See  §  82.42,  Sub¬ 
chapter  G  of  this  title. 

E-309  Amount  and  maturity  of  guaran¬ 
teed  loans.  See  §  82.43,  Subchapter  G  of 
this  title. 

E-310  Assignments  of  claims  under  con¬ 
tracts.  See  §  82.44,  Subchapter  G  of  this 
title.  Also  see  §  1007.103-8  of  this  chapter 
and  Part  6  of  this  Appendix  E. 

E-311  Other  collateral  security.  See 
§  82.45,  Subchapter  G  of  this  title. 

E-312  Contract  surety  bonds  in  relation 
to  loan  guarantees.  See  §  82.46,  Subchapter 
G  of  this  title. 

E-313  Other  borrowings.  See  §  82.47, 
Subchapter  G  of  this  title. 

E-314  Eligibility  certifications.  See 
§  82.48,  Subchapter  G  of  this  title. 

E-314. 1  Certificate  of  eligibility.  The 
Deputy  Chief  of  8taff,  Materiel,  Hq  USAF. 
has  delegated  his  authortiy  to  issue  Certifi¬ 
cates  of  Eligibility,  to  the  Commander,  Air 
Materiel  Command,  with  power  of  redelega¬ 
tion  not  below  the  level  of  the  Chief  or  Dep¬ 
uty  Chief,  Industrial  Resources  Division 
(MCPM),  Hq  AMC.  Redelegation  has  been 
made. 

E-315  Procedure  for  certificate  of  eli¬ 
gibility.  (a)  Certificates  may  be  requested 
by  the  Deputy  for  Contract  Financing 
(SAAFM)  to  the  Assistant  Secretary  (Finan¬ 
cial  Management);  the  Contract  Financing 
Branch,  (AFAAF-6C)  Hq  USAF;  the  Depart¬ 
ment  of  Army  or  Navy.  Requests  for 
certificates  or  related  information  will  be 
directed  to  MCPMF,  Hq  AMC,  who  will  im¬ 
mediately  collect  and  evaluate  the  neces¬ 
sary  supporting  data. 

(b)  All  procurement  activities  will  fur¬ 
nish  MCPMF  supporting  data  upon  request- 
on  a  priority  basis  (normally  within  5  work¬ 
ing  days).  Personnel  designated  to  process 
requests  for  certificates  should  be  primarily 
interested  in  the  procurement,  production, 
or  research  and  development  aspects  of  the 
matter.  Requests  by  MCPMF  for  supporting 
data  will  Identify  the  principal  contracts  or 
subcontracts  involved,  the  items  or  services 
being  procured  if  known,  and  the  un¬ 
delivered  dollar  amount  of  the  contracts 
or  subcontracts  if  known. 
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(c)  Data  necessary  to  support  a  Certificate 
of  Eligibility  is  set  forth  in  §  82.49(f),  Sub¬ 
chapter  G  of  this  title. 

<d)  After  authorization  of  a  loan  guaran¬ 
tee  by  the  Deputy  for  Contract  Financing 
(SAAFM)  on  behalf  of  the  Air  Force,  MCPMF, 
Hq  AMC,  will  advise  the  cognizant  procure¬ 
ment  activity  having  contract  administration 
responsibility  of  that  fact.  The  procure¬ 
ment  activity  so  advised  will  determine 
whether  the  contractor  or  subcontractor 
should  receive  special  production  surveillance 
with  emphasis  on  quality  control  and  de¬ 
livery  problems.  See  paragraph  E-216  re¬ 
garding  report  of  adverse  developments. 

Part  IV — Advance  Payments 

E-400  Scope  of .  part ;  references.  See 
5  82.50,  Subchapter  G  of  this  title. 

E-400.1  Advance  payments  on  subcon¬ 
tracts.  See  5  82.50-1,  Subchapter  G  of  this 
title. 

E-401  Types  of  contracts  that  may  have 
advance  payments.  Advance  payments  in 
foreign  countries  for  rent  for  periods  neces¬ 
sary  to  conform  with  local  custom  and  for 
tuition  may  be  approved  by  the  Director  of 
Procurement  in  AMFEA  or  AMFPA. 

E-402  Advance  payments  in  addition  to 
progress  payments.  See  §  82.52,  Subchapter 
G  of  this  title. 

E-403  Interest.  See  1  82.53,  Subchapter 
G  of  this  title. 

E-404  Standards;  amounts;  need.  See 
S  82.54.  Subchapter  G  of  this  title. 

E— 405  Statutory  requirements.  See 
I  82.55,  Subchapter  G  of  this  title. 

E-406  Responsibility;  delegation  of  au¬ 
thority.  See  {  82.56,  Subchapter  G  of  this 
title. 

E-407  Public  Law  85-804;  formally  adver¬ 
tised  contracts.  See  §  82.57,  Subchapter  G 
of  this  title. 

E-408'  Uses  of  advance  payments.  See 
|  82.58,  Subchapter  G  of  this  title. 

E-409  Standards  for  advance  payment  de¬ 
terminations;  all  contracts.  See  §  82.59, 
Subchapter  G  of  this  title. 

E-410  Findings,  determinations  and  au¬ 
thorization.  See  1  82.60,  Subchapter  G  of 
this  title. 

E-411  Application  for  advance  payment. 
See  $  82.61,  Subchapter  G  of  this  title. 

E-412  Action  by  contracting  officer; 
approval,  (a)  The  appropriate  office  within 
the  Air  Force  is  either  MCPMF  in  AMC  or 
RDMK  in  ARDC,  hereinafter  referred  to  as 
“Financial  Branch.”  One  copy  is  sufficient. 
The  data  in  $  82.62  (e)  and  (f),  Subchapter 
G  of  this  title  will  be  supplied  by  MCPMF  or 
RDMK,  as  appropriate.  Contracting  officers 
in  the  Financial  Branch  have  been  delegated 
authority  to  act  as  the  duly  authorized  rep¬ 
resentatives  of  the  Commander,  AMC,  or 
ARDC,  with  respect  to  advance  payments. 
Other  contracting  officers,  Including  those 
exercising  the  functions  outlined  in 
IS  1054.2703  to  1054.2706  of  this  chapter  are 
not  authorized  to  perform  functions  spe¬ 
cifically  delegated  to  contracting  officers  in 
the  Financial  Branch. 

(b)  If  an  FCR  indicates  the  need  for  an 
advance  payment  to  assure  performance,  or 
if  a  prospective  contractor  requests  an  ad¬ 
vance  payment,  the  procuring  contracting 
officer  may  not  proceed  with  the  procure¬ 
ment  until  approval  at  the  Secretarial  level 
in  the  Air  Force  is  obtained.  The  matter 
should  be  processed  through  channels  with 
an  appropriate  recommendation  to  the  Fi¬ 
nancial  Branch  which  will  process  the  mat¬ 
ter  according  to  paragraph  E-212. 

(c)  If  an  ACO  receives  a  request  for  an 
advance  payment  on  an  existing  contract,  or 
if  it  becomes  apparent  during  administra¬ 
tion  of  a  contract  that  an  advance  payment 
would  best  serve  the  interest  of  the  Govern¬ 
ment,  he  will  make  an  appropriate  recom¬ 
mendation  through  normal  channels  to  the 
PCO  who  will  add  his  recommendation  and 


forward  it  to  the  Financial  Branch.  (Also 
see  paragraph  E-412. 1.) 

(d)  Upon  receipt  of  the  data  set  forth  in 
§82.62,  Subchapter  G  of  this  title,  the  Fi¬ 
nancial  Branch  will  arrange  a  meeting  with 
the  contracting  officer  or  his  representative, 
and  the  contractor  to  discuss  the  contrac¬ 
tor’s  financial  problems.  Prior  to  the  meet¬ 
ing,  the  Financial  Branch  will  request  the 
contractor  to  furnish  to  the  extent  that  such 
material  is  not  already  in  the  files  of  the 
Financial  Branch,  as  much  of  the  informa¬ 
tion  set  forth  in  §§  82.28  and  82.61,  Subpart 
G  of  this  title  as  is  reasonably  necessary  to 
a  conclusion  regarding  the  necessity  or  pro¬ 
priety  of  an  advance  payment  in  the  par¬ 
ticular  case. 

(e)  If,  after  consideration  of  all  of  the 
facts  in  the  case,  the  Financial  Branch  con¬ 
siders  that  authority  to  make  an  advance 
payment  should  be  requested,  a  letter  of  rec¬ 
ommendation  will  be  forwarded  to  Hq  USAF, 

( AFMPP-PR )  over  the  signature  of  the  Di¬ 
rector  of  Procurement  (MCPM),  Hq  ARDC, 
or  Chief  or  Deputy  Chief,  Industrial  Re¬ 
sources  Division,  Hq  AMC,  as  appropriate. 
The  Director  of  Procurement  and  Production, 
Hq  USAF.  will  formulate  a  recommendation 
and  obtain  necessary  coordination  within  the 
Air  Staff  before  presenting  the  matter  to 
Secretarial  level. 

(f)  The  information  to  be  forwarded  to 
Hq  USAF  in  support  of  a  favorable,  recom¬ 
mendation  is  set  forth  in  §  82.62  (d)  and  (e). 
Subchapter  G  of  this  title.  The  balance  of 
the  data  in  paragraph  E-412  should  be  sum¬ 
marized  in  the  forwarding  letter.  Do  not 
send  a  copy  of  the  contract  unless  requested. 

E-412. 1  Action  by  contracting  officer;  dis- 
approval.  The  Financial  Branch  will  forward 
the  file  to  Hq  USAF  (AFMPP-PR). 

E -412.50  Procedures,  (a)  Payment  of 
advance  payment  moneys  to  contractor.  (1) 
Advance  payments  to  a  contractor  will  be 
approved  by  contracting  officers  in  the  Finan¬ 
cial  Branch,  authorized  to  approve  such  pay¬ 
ments.  Payments  approved  will  be  deposited 
immediately  by  the  contractor  in  the  special 
bank  account.  Approved  advance  payments 
will  only  be  in  amounts  sufficient  to  satisfy 
the  requirements  of  the  contractor  during  a 
limited  period. 

(2)  Requests  for  advance  payments  will 
be  submitted  (in  duplicate)  periodically  to 
contracting  officers  authorized  to  approve 
such  payments  -  in  the  Financial  Branch. 
Such  requests  will  include  a  schedule  (in 
duplicate)  of  cash  requirements  during  the 
remaining  period  of  the  contract.  The  con¬ 
tractor  will  be  advised  that  the  first  request 
for  an  advance  payment  must  include  seven 
copies  of  Standard  Form  1034,  “Public 
Voucher  for  Purchases  and  Service  other  than 
Personal,”  signed  by  the  contractor.  The 
request  will  be  sent  directly  to  the  Financial 
Branch  with  a  statement  by  the  contractor 
that  all  amounts  stated  are  reasonable  and 
accurate  and  that  payment  is  necessary. 

(3)  All  subsequent  Standard  Form  1034 
requests  for  payment  of  advance  payments 
will  be  routed  through  the  ACO  who  will 
add  his  comments  and  recommendations  and 
forward  them  to  the  Financial  Branch. 

(4)  The  contracting  officer  in  the  Finan¬ 
cial  Branch  will  examine  each  request,  sup¬ 
porting  schedule,  and  the  comments  of  the 
ACO.  If  satisfied  that  the  contractor  re¬ 
quires  the  amount  requested  and  that  such 
amount,  plus  sums  previously  advanced  to 
the  contractor,  remaining  unliquidated  will 

•  not  be  in  excess  of  the  advance  payments 
authorized,  he  will  execute  the  voucher. 
The  contracting  officer  will  authorize  the 
accounting  and  finance  officer  to  make  the 
advance  payment  covered  by  the  voucher  and 
will  send  him  the  executed  voucher,  with  the 
original  and  one  copy  of  the  contractor’s 
request. 

E-413  Security;  supervision;  covenants. 
See  §  82.63,  Subchapter  G  of  this  title. 


E-414  Forms  of  contract  provisions  and 
supplemental  agreements.  Contract  pro¬ 
vision  recommended  for  inclusion  in  the 
contract  or  supplemental  agreement  will  be 
attached  to  the  proposed  findings  submitted 
pursuant  to  §  82.60.  Variations  from  the  ap¬ 
proved  form  will  be  identified  in  the  for¬ 
warding  letter  referred  to  in  paragraph  E-412. 

E-414. 1  Forms  of  agreement  for  special 
bank  account.  If  the  proposed  form  of  bank 
agreement  is  identical  to  the  form  in 
§  82.64-1,  Subchapter  G  of  this  title,  Include 
a  statement  to  that  effect  in  the  forwarding 
letter  (see  paragraph  E-412)  and  do  not  for¬ 
ward  the  form. 

E-414.2  Advance  payment  provisions.  See 
§  82.64-2,  Subchapter  G  of  this  title. 

E-415  Pooled  advance  payments;  general. 
The  authority  and  requirements  for  approval 
of  advance  payment  pool  agreements  are  the 
same  as  for  a  single  contract. 

(a)  If  it  is  desired  to  include  a  contract 
in  an  existing  advance  payment  pool  agree¬ 
ment  administered  by  another  AF  procure¬ 
ment  activity  (e.g.,  ARDC),  concurrence  by 
the  director  of  procurement  of  that  activity 
is  required  before  the  contract  may  be 
included. 

(b)  Upon  receipt  of  a  request  for  advance 
payments,  the  Financial  Branch  will  deter¬ 
mine  whether  a  pool  agreement  would  better 
serve  the  interest  of  the  Government  and 
whether  it  would  be  feasible  to  request  au¬ 
thority  to  enter  into  such  an  agreement. 

(c)  If  a  contractor  requests  inclusion  of 
additional  contracts  or  supplements  to  ex¬ 
isting  contracts  in  existing  pool  agreements 
the  contracting  officer  will  forward  such  re¬ 
quests  to  the  Financial  Branch  with  the 
following  information:  (i)  Originating  of¬ 
fice,  (11)  name  and  address  of  contractor, 
(iii)  contracting  officer,  (iv)  PR  number, 
(v)  amount  of  contract  or  supplemental 
agreement,  (vi)  duration  of  contract  and 
identity  of  supply  or  service  being  procured, 
(vii)  type  of  contract,  (viii)  contract  number 
assigned  and  (ix)  accounting  and  finance  of¬ 
ficer  to  make  payments. 

(d)  Contract  Clause:  Upon  approval  of  the 
advance  payment  and  receipt  of  authority  to 
enter  into  a  pool  agreement,  the  following 
clause  will  be  added  to  each  contract  which 
is  to  become  part  of  the  advance  payment 
pool  agreement: 

Advance  Payments 

Advance  payments  will  be  made  for  the 
work  called  for  hereunder  in  accordance  with 
the  Findings,  Determinations  and  Authoriza¬ 
tion  for  advance  payments  dated _ 

Payments  made  pursuant  to  this  clause  shall 
be  governed  by  the  terms  and  conditions  of 
the  Advance  Payment  Pool  Agreement  dated 

_ as  it  may  be  amended  from  time 

to  time  between  the  United  States  of 

America  and _ which  agreement  is 

hereby  incorporated  by  reference  with  the 
same  force  and  effect  as  though  fully  set 
forth  herein. 

(e)  If  an  advance  payment  pool  agreement 
is  entered  into,  disbursing  responsibility  on 
all  contracts  in  the  pool  will  be  transferred 
to  a  single  accounting  and  finance  office  to  be 
designated  by  the  Financial  Branch. 

(f )  If  a  university  is  a  party  to  an  advance- 
payment  pool  agreement  under  the  terms  of 
which  all  contracts  of  a  designated  class  with 
the  university  are  financed,  new  contracts 
with  the  university  will  not  be  entered  into 
without  prior  clearance  with  the  Financial 
Branch,  Hq  ARDC.  If  financing  of  such  new 
contracts  would  require  an  increase  in  the 
amount  of  advance  payment  authorization, 
prior  approval  of  Hq  USAF  must  be  obtained. 
See  paragraph  E-212. 

E-415. 1  Distribution  between  pool  con¬ 
tracts  and  designated  pool  contracts.  See 
§  82.65-1, 'Subchapter  G  of  this  title. 

E— 416  Advance  payment  pool  agreements; 
special  features.  See  §  82.66,  Subchapter  G 
of  this  title. 
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jj-417  Liquidation;  designated  pool  con¬ 
tracts;  administering  office.  The  administer¬ 
ing  office  designated  In  all  pool  agreements 
will  normally  be  the  Financial  Branch.  If  it 
is  desired  to  designate  another  office  the 
forwarding  letter  will  name  the  office  and 
give  reasons  why  It  would  be  in  the  best 
interests  of  the  Air  Force  to  use  such  office. 

E-418  Pooled  advance  payments;  under¬ 
standings.  See  §  82.68,  Subchapter  G  of 
this  title. 

E-419  Excluded  advance  payments.  See 
§  82.68a,  Subchapter  G  of  this  title. 

part  y — progress  Payments  Based  on  Costs 

E-500  Scope.  See  §  82.69  Subchapter  G 
of  this  title. 

jS-500.2  Exclusions.  See  §  82.69-1,  Sub¬ 
chapter  G  of  this  title.  Cost-reimbursement 
type  letter  contracts  as  described  In 
{ 1007.2503  of  this  chapter  are  also  excluded. 

E-501  Percentage  or  Stage  of  completion. 
See  §  82.70,  Subchapter  G  of  this  title. 

E-502  General.  See  §82.71,  Subchapter 
0  of  this  title. 

E-503  Customary  progress  payments; 
standards.  See  §  82.72,  Subchapter  G  of  this 
title. 

E-504  Formal  advertising;  small  business 
restricted  advertising.  See  §  82.73,  Subchap¬ 
ter  G  of  this  title. 

E-504.5  Total  costs  clause  preferable.  See 
§82.73-5,  Subchapter  G  of  this  title.  Use 
the  clause  In  §  82.79,  Subchapter  G  of  this 
title  in  advertised  procurement. 

E-504.6  Non-responsive  bids;  uninvited 
progress  payment  condition.  If  progress 
payments  will  not  be  available  include  a 
statement  to  that  effect  In  the  IFB.  (See 
§2.201  of  this  title  and  §  1002.201  of  this 
chapter.) 

•  E-506  Unusual  progress  payments;  stand¬ 
ards;  procedure.  See  §§  82.74,  82.26  and  82.86, 
Subchapter  G  of  this  title.  The  Commander, 
AMC,  has  delegated  to  the  Director  of  Pro¬ 
curement  and  Production,  Hq  AMC,  his  au¬ 
thority  to  approve,  *  or  to  recommend  to 
higher  authority,  approval  of  unusual  prog¬ 
ress  payments.  The  Director,  Procurement 
and  Production,  Hq  AMC,  has  redelegated  his 
authority  to  a  Deputy  Director  of  Procure¬ 
ment  and  Production,  Hq  AMC,  and  to  the 
Commander  and  Vice  Commander,  ARDC. 
The  Commander,  ARDC,  has  redelegated  his 
authority  to  the  Director  of  Research,  Hq 
ARDC.  Submit  requests  lor  approval  of 
unusual  progress  payments  to  AMC 
(MCPMF)  or  ARDC  (RDMK)  as  appropriate. 

E-506  Accounting  systems  and  control. 
Obtain  information  as  to  the  adequacy  of 
an  accounting  system  and  controls  from  the 
Air  Force  Auditor  General. 

E-507  Information  required.  See  §  82.76, 
Subchapter  G  of  this  title. 

E-508  Advance  payments.  See  §  82.77, 
8ubchapter  G  of  this  title. 

E-509  Definitions.  See  §  82.78,  Subchap¬ 
ter  G  of  this  titlp. 

E-510  Contract  clauses.  See  §  82.79,  Sub¬ 
chapter  G  of  this  title. 

E-511  General  instructions  for  progress 
payment  clauses .  (J3ee  §  82.80,  Subchapter  G 
of  this  title.  v 

E-512  Progress  payment  liquidation.  See 
182.81,  Subchapter  G  of  this  title. 

E-513  Subcontracts.  See  §  82.82,  Sub¬ 
chapter  G  of  this  title. 

E-314  Progress  payments  on  subcontracts 
under  cost-reimbursement  types  of  prime 
contracts.  See  §  82.83,  Subchapter  <3  of  this 
title. 

E-515  Letter  contracts.  See  §  82.84,  Sub¬ 
chapter  G  of  this  title. 

E-516  Transition.  See  §  82.85,  Subchap¬ 
ter  G  of  this  title. 

E-517  Contract  financing  office  clearance. 
See  §§82.b6,  82.74  and  82.26,  Subchapter  G 
of  this  title.  The  Contract  Financing  Office 
in  the  Air  Force  is  the  Deputy  for  Contract 
Financing  to  the  Assistant  Secretary  of  the 


Air  Force  (Financial  Management)  (SAFFM), 
Washington,  D.C. 

E-518  Coordination.  See  §  82.87,  Sub¬ 
chapter  G  of  this  title. 

E-519  Contractor’s  request.  See  §  82.88, 
Subchapter  G  of  this  title. 

E-520  Audit.  See  §  82.89,  Subchapter  G 
of  this  title. 

E-521  Administration;  general.  See 
§  82.90,  Subchapter  G  of  this  title. 

E-522  Adjustments;  retroactive  price  re¬ 
duction;  refunds.  See  §  82.91,  Subchapter  G 
of  this  title. 

E-523  Maximum  unliquidated  amount. 
See  §  82.92,  Subchapter  G  of  this  title. 

E-524  Suspension  or  reduction  of  prog¬ 
ress  payments;  general.  See  §  82.93,  Sub¬ 
chapter  G  of  this  title. 

E-525  Government  title.  See  §  82.94, 
Subchapter  G  of  this  title. 

E-526  Consideration  for  progress  pay¬ 
ments;  awards.  See  §  82.95,  Subchapter  G 
of  this  title. 

E-527  Amendments  to  provide  progress 
payments.  See  §  82.96,  Subchapter  G  of 
this  title. 

E-528  Consideration  for  amendments 
providing  for  progress  payments.  See  §  82.97, 
Subchapter  G  of  this  title. 

Part  VI — Assignments  of  Claims  Arising 
Under  Government  Contracts 

E-600  Scope  of  part.  This  part  6tates 
procedures  and  responsibilities  relating  to 
the  assignment  of  claims  for  moneys  due 
or  to  become  due  under  contracts  providing 
for  payments  aggregating  $1,000  or  more. 

E-601  Applicability  of  part.  This  part 
applies  to  all  AF  procurement  activities. 

E-602  General.  Pursuant  to  the  Assign¬ 
ment  of  Claims  Act  of  1940  (Public  Law  811, 
76th  Cong.),  as  amended,  assignment  of 
moneys  due  or  to  become  due  under  Gov¬ 
ernment  contracts  may  be  made,  and  the 
requirements  under  which  such  assignment 
can  be  made  are  outlined  In  §  7.108-8  of 
this  title. 

E-603  Filing  notices  of  assignment  and 
instruments  of  assignment.  See  Instruc¬ 
tions  in  §  7.103-8  of  this  title. 

E-604  Copies  of  notices  for  contracting 
officer  and  acknowledgement  thereof,  (a) 
The  four  copies  of  notices  of  assignment 
and  Instruments  of  assignment  directed  to 
the  contracting  officer  will  be  sent  by 
receiving  personnel  as  follows: 

(1)  If  the  assignment  relates  to  a  con¬ 
tract  written  or  administered  by  an  AMC 
procurement  activity,  to  the  contracting  offi¬ 
cer  appointed  for  the  purpose  of  acknowl¬ 
edging  assignments  at  the  AMC  procurement 
activity. 

(2)  If  the  assignment  relates  to  a  con¬ 
tract  written  by  an  ARDC  procurement 
activity,  contracting  officers  mentioned  In 
subparagraphs  (A)  and  (B)  below,  will 
follow  the  procedure  In  paragraph  (b) . 

(A)  If  received  prior  to  distribution  of 
the  contract,  to  the  cognizant  procuring 
contracting  officer. 

(B)  If  received  after  distribution  of  the 
contract,  to  the  cognizant  administrative 
contracting  officer. 

(3)  If  the  assignment  relates  to  a  con¬ 
tract  written  or  administered  by  an  AF  pro¬ 
curement  activity  other  than  AMC  or  ARDC, 
to  the  appropriate  contracting  officer  at  that 
procurement  activity. 

(b)  The  contracting  officer  specified  above 
to  whom  the  notices  of  assignment  and 
instruments  will  be  sent,  will : 

(1)  Examine  notices  of  assignment  and 
Instruments  of  assignment  and  the  contract 
Involved. 

(2)  If  satisfied  that  the  assignment  is  In 
proper  form,  was  properly  executed,  and 
that  the  contractor  is  empowered  under  the 
contract  to  assign  the  claim  or  claims  in¬ 
volved,  acknowledge  receipt  of  the  notice 
of  assignment  In  the  space  provided. 

(3)  Return  three  copies  of  the  notice  thus 
acknowledged  to  the  assignee. 


(4)  When  the  AMC  contracting  officer 
acknowledges  the  notice  of  assignment  and 
Instrument  of  assignment,  the  fourth  copy 
of  the  notice  of  assignment  and  the  copy  of 
the  Instrument  of  assignment  will  be  filed 
with  the  contract. 

(5)  When  the  ARDC  procuring  contracting 
officer  acknowledges  the  notice  of  assign¬ 
ment  and  instrument  of  assignment  prior 
to  distribution  of  the  contract,  and  when 
the  contract  Is  to  be  administered  by  an 
AMC  field  procurement  activity,  the  fourth 
copy  of  the  notice  thus  acknowledged  and 
the  copy  of  the  Instrument  of  assignment  will 
be  transmitted  with  the  copy  (or  copies)  of 
the  contract  when  forwarded  to  the  AMC  field 
procurement  activity  for  administration 
purposes. 

(c)  The  Accounting  and  Finance  Division 
(MCCA) ,  Hq  AMC,  has  advised  that  account¬ 
ing  and  finance  officers  will  not  make  pay¬ 
ments  to  assignees  unless  the  first  Invoice 
or  voucher  covering  the  amounts  to  be  paid 
the  assignee  is  accompanied  by  two  copies  of 
the  notice  of  assignment  duly  acknowledged 
by  the  contracting  officer. 

E-605  Procedure  when  acknowledgment  is 
refused  or  delayed.  If,  for  any  reason,  the 
assignment  involved  Is  one  which  the  con¬ 
tract  does  not  authorize  the  contractor  to 
make,  or  is  not  In  proper  formT  or  Is  not 
properly  executed,  the  contracting  officer  will 
return  the  copies  of  the  notice  of  assignment 
and  the  copy  of  the  Instrument  of  assign¬ 
ment  to  the  assignee  with  an  explanation  of 
the  objections  to  the  proposed  assignment 
and  the  acknowledgment  form  on  the  notices 
of  assignment  will  not  be  executed  by  the 
contracting  officer.  In  addition  If,  upon  re¬ 
ceipt  of  notices  of  assignment  and  the  copy 
of  the  Instrument  of  assignment,  It  appears 
that  a  considerable  delay  may  occur  before 
the  notices  of  assignment  are  acknowledged 
or  returned  unacknowledged  as  the  case  may 
be,  the  contracting  officer  will  advise  the 
assignee  that  such  a  delay  Is  likely  to  occur 
and  will  normally  furnish  the  assignee  a 
statement  of  the  reasons  for  the  delay. 

E-606  Further  assignments  and  reassign¬ 
ments.  Contracts  permitting  the  assign¬ 
ment  of  claims  for  moneys  due  or  to  become 
due  hereunder  also  permit  such  claims  to  be 
further  assigned  and  reassigned  by  the 
assignee  to  a  bank,  trust  company,  or  other 
financing  Institution,  Including  any  Federal 
lending  agencies.  Copies  of  written  notices 
of  further  assignment  and  reassignment  and 
copies  of  Instruments  of  such  further  assign¬ 
ment  and  reassignment  will  be  processed  In 
the  same  manner  as  copies  of  initial  assign¬ 
ment  and  Instruments  of  Initial  assignment. 
The  three  acknowledged  copies  of  the  notice 
of  further  assignment  or  reassignment  will 
be  sent  to  the  assignee  under  the  assignment 
thus  acknowledged. 

E-607  Examination  of  assignment.  In 
ascertaining  that  an  assignment  Is  In  proper 
form,  Is  properly  executed,  and  Is  one  that 
the  contractor  Is  entitled  to  make  under  the 
contract,  contracting  officers  will  satisfy 
themselves  that: 

(a)  The  contract  has  been  duly  executed 
and  approved  where  necessary.  Contractors 
frequently  make  assignments  of  claims  for 
moneys  due  or  to  become  due  under  a  con¬ 
tract,  upon  notice  of  award  of  the  contract, 
even  though  the  contract  has  neither  been 
executed  nor  approved.  Copies  of  notices  of 
such  assignment  will  be  Immediately  re¬ 
turned  to  the  assignee  unacknowledged. 

(b)  The  contract  is  one  under  which 
claims  may  be  assigned  under  the  provisions 
of  the  Assignment  of  Claims  Act  of  1940. 
In  rare  cases,  Secret  or  Confidential  contracts 
will  contain  provisions  prohibiting  assign¬ 
ments  of  claims  thereunder.  It  should  be 
noted  that  assignment  of  claims  under 
Secret  or  Confidential  contracts,  permitting 
the  assignment  thereof,  will  not  be  acknowl¬ 
edged  by  contracting  officers  until  adequate 
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steps  have  been  taken  to  protect  the  Interests 
of  the  Government. 

(c)  The  assignment  covers  all  amounts 
payable  under  the  contract,  and  not  already 
paid,  and  is  not  made  to  more  than  one 
person,  and  the  assignee  Is  a  bank,  trust 
company,  or  other  financing  Institution,  In¬ 
cluding  any  Federal  lending  agency.  In  this 
connection  the  following  will  be  noted : 

(1)  Most  contracts  provide  that  any  as¬ 
signment  of  claims  thereunder  will  cover  all 
amounts  payable  under  the  contract,  and 
not  already  paid,  and  will  not  be  made  to 
more  than  one  person  except  that  assign¬ 
ments  may  be  made  to  one  person  as  agent 
or  trustee  for  two  or  more  persons  partici¬ 
pating  In  the  financing  of  a  contractor.  Up- 
der  the  Assignment  of  Claims  Act,  however, 
contracts  may  provide  for  assignments  of 
part  of  the  contractor’s  claims  for  money 
due  or  to  become  due  or  for  such  assign¬ 
ments  to  more  than  one  person.  In  the  ab¬ 
sence  of  contract  provisions  authorizing  such 
assignments,  the  assignments  are  unlawful. 
Because  of  the  administrative  burden  on  ac¬ 
counting  and  finance  officers,  partial  assign¬ 
ments  or  assignments  to  more  than  one  per¬ 
son,  if  permitted  under  a  contract,  should 
be  limited  to  cases  where  the  contractor  is 
financially  obligated  to  Government  agencies 
and  the  assignment  is  made  for  the  protec¬ 
tion  of  such  Government  agencies. 

(2)  Where  the  contract  provides  for  ad¬ 
vance  payments,  whether  or  not  advance 
payments  have  actually  been  made  to  the 
contractor,  notice  of  assignment  will  not  be 
acknowledged  unless: 

(A)  The  assignment  expressly  recites  that 
the  rights  of  the  assignee  are  subordinate 
to  the  rights  of  the  Government: 

(I)  To  withhold  from  the  contractor 
amounts  required  to  liquidate  advance 
payments. 

(II)  -To  have  deposited  in  the  contractor’s 
special  advance  payment  bank  account  all 
moneys  payable  to  the  contractor  which 
the  contract  requires  the  contractor  to 
deposit  in  that  account. 

(B)  The  contracting  officer  obtains  from 
the  assignee  an  agreement  that  the  assignee 
will  pay  to  the  contractor  all  amounts  which 
may  be  received  by  the  assignee  and  which 
the  contractor  is  obligated  by  the  contract  to 
deposit  in  its  special  advance  payment  bank 
account.  See  §  82.64,  Subchapter  G  of  this 
title.  In  special  cases,  additional  documents 
signed  by  the  contractor  or  the  assignee  or 
both,  thought  necessary  by  the  contracting 
officer  to  protect  the  interests  of  the  Govern¬ 
ment  against  the  assignee,  may  be  required 
by  the  contracting  officer. 

Assignments  such  as  those  referred  to  In 
this  subparagraph  are  subordinate  to  the 
rights  of  the  Government  against  the  con¬ 
tractor  under  the  contract  Involved:  for  that 
reason  they  are  not  assignments  of  less  than 
all  amounts  payable  under  the  contract  nor 
assignments  to  more  than  one  person. 

(d)  The  assignment  will  cover  only  claims 
for  money  due  or  to  become  due  under  the 
contract  involved.  It  must  not  cover  any 
of  the  obligations  or  duties  of  the  contractor 
under  the  contract.  The  contracting  officer 
will  be  sure  that  the  copy  of  the  instrument 
of  assignment  which  is  submitted  to  him  is 
a  duplicate  of  the  original  instrument,  or 
has  been  certified  as  a  true  copy,  acknowl¬ 
edged  as  such  before  a  notary  public  or 
other  officer  authorized  by  law  to  administer 
oaths.  Care  will  also  be  taken  to  ascertain 
that  the  assignment  has  been  properly 
executed. 

(1)  Assignments  by  corporations  should 
be  executed  by  an  authorized  representative, 
attested  by  the  secretary  or  assistant  secre¬ 
tary  of  the  corporation,  with  the  seal  of  the 
corporation  Impressed  upon  the  assignments 
or  in  lieu  of  such  seal,  accompanied  by  a 
certified  copy  of  a  resolution  of  the  corpora¬ 


tion  board  of  directors  authorizing  the  rep¬ 
resentative  involved  to  execute  the  assign¬ 
ment. 

(2)  If  the  contractor  is  a  partnership,  the 
Instrument  of  assignment  may  be  signed  by 
one  partner,  provided  it  is  accompanied  by 
a  duly  acknowledged  certificate  to  the  effect 
that  the  signer  is  a  general  partner  of  the 
partnership. 

(3)  If  the  contractor  is  an  individual,  the 
assignment  must  be  signed  by  such  indi¬ 
vidual  and  duly  acknowledged  by  him  before 
a  notary  public  or  other  person  authorized 
to  administer  oaths. 

(e)  If  there  have  been  previous  assign¬ 
ments  of  claims  under  the  contract,  unless 
assignments  to  more  than  one  person  there¬ 
under  are  permitted  by  the  contract  provi¬ 
sions,  the  previous  assignments  have  been 
fully  released.  Attention  is  again  invited 
to  paragraph  E-605  which  points  out  that 
contracts  specifically  authorize  further  as¬ 
signments  and  reassignments  of  claims 
thereunder. 

E-608  Assignment  of  claims  clause,  “No 
setoff ”  provision.  See  §  7.103-8  of  this  title. 

E-609  Releases  of  assignments.  Releases 
of  assignments  require  the  same  execution 
and  acknowledgment  by  the  assignee  as  re¬ 
quired  of  an  assignor  in  the  case  of  an 
assignment.  Releases  are  required  only  in 
cases  of  reassignment  or  where  further  pay¬ 
ments  are  anticipated  under  the  contract. 

E-610  Transfers  of  businesses  and  cor¬ 
porate  mergers.  Transfers  of  an  entire  busi¬ 
ness,  corporate  mergers,  and  assignments  by 
operation  of  law,  each  of  which  may  affect 
the  assignment  of  claims  under  a  contract, 
are  not  prohibited  by  the  Federal  statutes 
and  hence  do  not  depend  upon  the  Assign¬ 
ment  of  Claims  Act  of  1940  for  their  validity. 
(See  §  16.505  of  this  title  and  §  1016.505  of 
this  chapter.)  However,  in  the  case  of  trans¬ 
fers  of  a  business  or  corporate  mergers, 
notices  of  assignment  or  claims  under  the 
contract  made  by  the  transferee  or  successor 
corporation  will  not  be  acknowledged  until 
a  supplemental  agreement  has  been  executed 
substituting  the  transferee  or  successor  cor¬ 
poration  as  the  contractor  with  the  Govern¬ 
ment.  Similarly,  before  acknowledging  as¬ 
signments  made  by  transferees  by  operation 
of  law,  the  contracting  officer  will  require 
the  submission  of  a  certified  copy  of  the 
document  evidencing  the  transfer  by  opera¬ 
tion  of  law. 

E-611  Procedure.  The  Financial  Branch 
(MCPMF) ,  Hq  AMC  will  maintain  staff  super¬ 
vision  over  the  procedure  for  processing  and 
recording  requests  for-  acknowledgement  of 
assignments  of  moneys  due  or  to  become  due 
under  contracts  written  or  administered  at 
AMC  procurement  activities,  and  will  be 
available  for  consultation  and  advice. 

E-612  Records.  Contracting  officers  desig¬ 
nated  to  acknowledge  assignments  of  con¬ 
tracts  written  or  administered  by  AMC  pro¬ 
curement  activities  will  use  AFPI  Form  26, 
“Record  of  Assignment  of  Contractual 
Claims’’  to  keep  a  record  of  all  assignments, 
acknowledged  by  them,  of  moneys  due  or 
to  become  due  under  contracts  and  of  all 
releases  of  such  assignments. 

(Sec.  8012,  70A  Stat.  488;  10  U.S.C.  8012. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat. 
127-133;  10  U.S.C.  2301-2314) 


PART  1016— PROCUREMENT  FORMS 

Subpart  D — Construction  Contract 
Forms 

1.  Section  1016.400  is  added  and 
§§  1016.401  and  1016.401-4  are  revised,  as 
follows: 

§  1016.400  Scope  of  subpart. 

See  §  16.400  of  this  title. 


§  1016.401  Standard  forms  19,  19A,  20 
21,  22,  23,  23A,  and  DD  Form  126o! 

§  1016.401-4  Terms,  conditions  and  pro¬ 
visions. 

See  §  16.401-4  of  this  title  and  Sub¬ 
part  EE,  Part  1007  of  this  .chapter. 
Whenever  Standard  Form  19  is  used,  the 
following  will  be  added: 

Note:  Unless  a  lesser  number  of  days  is 
inserted  by  the  bidder  for  acceptance  of  his 
bid,  the  bid  will  be  considered  for  acceptance 
until  60  days  have  expired  from  the  date  of 

opening. 

(Sec.  8012,  70A  Stat.  488;  10  U.S.C.  8012. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat 
127-133;  10  U.S.C.  2301-2314) 


PART  1052— PREAWARD  SURVEYS 

Subpart  D — Management  of  the  FCR 

Revise  the  introductory  paragraph  in 
§  1052.402  to  read  as  follows: 

§  1052.402  Overall  management  of  the 

FCR. 

Staff  supervision  of  the  FCR  policies 
and  procedures  is  by  the  industrial  Re¬ 
sources  Division  (MCPM),  Hq  AMC. 
The  cognizant  contract  management  re¬ 
gion  commander  is  responsible  for  main¬ 
taining  surveillance  over  the  technical 
sufficiency  and  timely  execution  of  re¬ 
quests  for  FCRs.  An  FCR  monitor  will 
be  appointed  from  the  Production  Divi¬ 
sion  by  each  AFPR  and  each  APD  chief. 
The  monitor  will  be  responsible  for  the 
management  aspects  of  the  FCR  as  cov¬ 
ered  by  this  subpart.  Chiefs  of  APDs 
and  AFPRs  will  establish  necessary  lines 
of  coordination,  priority  of  FCR  work 
over  routine  work  by  all  organizations, 
and  invest  in  the  FCR  monitor  sufficient 
control  authority  to  enable  accomplish¬ 
ment  of  the  FCR  management  with  a 
minimum  of  assistance  or  supervision 
from  higher  administrative  levels.  Duties 
of  the  FCR  monitor  include: 

*  •  *  *  * 

Subpart  E — Facility  Advisory  Boards 

1.  Revise  §  1052.502  to  read  as  follows; 
§  1052.502  Establishment. 

Each  APD  chief  and  AFPR  is  respon¬ 
sible  for  establishment  of  FABs  under 
his  command. 

§  1052.503  [Amendment] 

2.  Delete  paragraphs  (b)  and  (c)  in 
§  1052.503. 

(Sec.  8012,  70A  Stat.  488;  '10  U.S.C.  8012. 
Interpret  or  apply. secs.  2301-2314,  70A  Stat. 
127-133;  10  U.S.C.  2301-2314) 


PART  1053— CONTRACTS;  GENERAL 

Subpart  A — Miscellaneous 
Requirements 

Subpart  A  is  deleted  and  reserved. 

Subpart  D — Administrative 
Requirements 

§  1053.401—2  [Amendment] 

1.  In  §  1053.404-2: 

a.  The  symbol  “AMA"  is  changed  to 
“CMR,”  in  paragraphs  (c),  (j)  and  (k), 
and  the  first  sentence  of  paragraph  (b) 
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n0W  reads  as  follows:  “A  component  of 
a  contract  management  region  (CMR) 
b.  Revise  the  second  note  to  read  as 
follows: 


(2)  AF  personnel  will  address  all  official 
communications  intended  for  the  contractor 
activities  at  test  and  missile  operational  sites 
through  the  cognizant  AMCTSO/AMCMFO. 

2.  Revise  §  1053.404-5  to  read  as  fol¬ 
lows: 

8  1053.404-5  Geographical  areas  of 
CMRs,  APDs  and  Af'PKOs. 

(a)  CMRs. 

(1)  Eastern  Contract  Management  Region 
( ECMR ).  The  States  of  Maine,  New  Hamp¬ 
shire,  Vermont.  Massachusetts,  Connecticut, 
Rhode  Island,  New  York,  New  Jersey,  Mary¬ 
land,  Delaware,  Pennsylvania,  District  of 
Columbia,  West  Virginia,  Virginia,  North 
Carolina,  South  Carolina,  Mississippi,  Ala¬ 
bama,  Georgia,  Florida  and  the  Caribbean 
areas. 

(2)  Central  Contract  Management  Region 
( CCMR ).  North  Dakota,  South  Dakota,  Min¬ 
nesota,  Iowa,  Nebraska,  Kansas,'  Oklahoma, 
Texas,  Missouri,  Arkansas,  Louisiana,  Ten¬ 
nessee,  Kentucky,  Illinois,  Indiana,  Ohio, 
Michigan,  Wisconsin,  and  the  Canadian 
Provinces. 

(8)  Western  Contract  Management  Region 
( WCMR ).  Montana,  Wyoming,  Colorado, 
New  Mexico,  Arizona,  Utah,  Idaho,  Washing¬ 
ton,  Oregon,  California,  Nevada,  Alaska  and 
Hawaii. 

(b)  APDs. 

(1)  Arizona  Air  Procurement  District 

(WCMR) :  Arizona  and  New  Mexico. 

(2)  Atlanta  Air  Procurement  \  District 

(ECMR):  Alabama,  Mississippi,  -Georgia, 
8outh  Carolina,  and  those  portions  of  the 
States  of  Virginia  and  North  Carolina  located 
west  of  U.S.  Highway  52,  excluding  any  cities 
on  that  highway. 

(3)  Boston  Air  Procurement  District 

(ECMR):  Maine,  New  Hampshire.  Vermont, 
Massachusetts,  Rhode  Island,  and  Connecti¬ 
cut  (less  Fairfield  County). 

(4)  Chicago  Air  Procurement  District 

(CCMR):  Iowa,  and  that  portion  of  Illinois 
north  of  the  northern  boundaries  of  the  fol¬ 
lowing  counties:  Adams,  Brown,  Cass,  Doug¬ 
las,  Edgar,  Macon,  Menard,  Moultrie,  and 
Sangamon. 

(5)  Cleveland  Air  Procurement  District 
(CCMR) :  Beginning  at  western  boundary  of 
the  Ohio  State  Line,  that  portion  of  Ohio 
north  of  Highways  30  and  30S  and  the  cities 
located  thereon  (excluding  the  city  of  Lima) 
to  the  western  boundary  of  Marion  County 
and  that  portion  of  Ohio  north  of  the 
southern  boundaries  of  the  following  coun¬ 
ties:  Marion,  Morrow,  Knox,  Muskingum, 
Noble,  and  Monroe. 

(6)  Dallas  Air  Procurement  District 
(CCMR):  Texas  and  Louisana. 

(7)  Dayton  Air  Procurement  District 
(CCMR):  Kentucky,  Tennessee:  and  begin¬ 
ning  at  the  western  boundary  of  the  Ohio 
State  Line,  that  portion  of  Ohip  south  of 
Highways  30  and  30S  exclusive  of  cities  on 
said  highway  lines  (but  including  Lima),  to 
the  western  boundary  of  Marlon  County  and 
that  portion  of  Ohio  south  of  the  southern 
boundaries  of  the  following  counties:  Mar¬ 
ion,  Morrow,  Knox,  Muskingum,  Noble,  and 
Monroe. 

(8)  Detroit  Air  Procurement  District 

(CCMR):  Michigan  and.  Dominion  of 

Canada. 

(9)  Indianapolis  Air  Procurement  District 
(CCMR):  Indiana. 

(10)  Los  Angeles  Air  Procurement  District 
(WCMR):  Kern,  San  Luis  Obispo,  San  Ber¬ 
nardino,  Los  Angeles,  Orange,  Riverside, 
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Santa  Barbara,  Ventura  Counties  in  Califor¬ 
nia,  and  Clark  County,  Nevada. 

(11)  Milwaukee  Air  Procurement  District 
(CCMR) :  Wisconsin,  Minnesota,  North  Da¬ 
kota,  and  South  Dakota. 

(12)  Newark  Air  Procurement  District 
(ECMR):  Richmond  County  in  New  York 
State  and  following  counties  in  New  Jersey: 
Bergen,  Essex,  Hudson,  Hunterdon,  Mercer, 
Middlesex,  Monmouth,  Morris,  Ocean,  Pas¬ 
saic,  Somerset,  Sussex,  Union,  and  Warren. 

(13)  New  York  Air  Procurement  District 
(ECMR):  Fairfield  County  in  Connecticut; 
and  the  following  counties  in  New  York 
State:  Bronx,  Columbia,  Dutchess,  Greene, 
Kings,  Nassau,  New  York,  Orange,  Putnam, 
Queens,  Rockland,  Suffolk,  Ulster,  and 
V/estchester. 

(14)  Ogden  Air  Procurement  District 

(WCMR):  Utah,  Idaho.  Montana,  and 

Wyoming. 

(15)  Orlando  Air  Procurement  District 
(ECMR) :  Florida  and  the  Caribbean  area. 

( 16)  Philadelphia  Air  Procurement  District 

(ECMR):  Pennsylvania,  Delaware,  Mary¬ 

land,  West  Virginia,  District  of  Columbia,  and 
the  following  counties  in  New  Jersey:  Atlan¬ 
tic,  Burlington,  Camden,  Cape  May,  Cumber¬ 
land,  Gloucester,  and  Salem. 

(17)  Richmond  Air  Procurement  District 
(ECMR) :  Virginia  and  North  Carolina  east  of 
U.S.  Highway  52,  including  all  cities  on 
that  highway. 

(18)  Rochester  Air  Procurement  District 
(EC MR):  That  portion  of  New  York  State 
north  and  west  of,  but  not  including,  Ulster, 
Orange,  Greene,  and  Columbia  Counties. 

(19)  San  Diego  Air  Procurement  District 
(WCMR):  Imperial  and  San  Diego  Counties 
in  California. 

(20)  San  Francisco  Air  Procurement  Dis¬ 
trict  (WCMR):  Oregon,  Nevada  less  Clark 
County,  all  of  California  north  of  the  north¬ 
ern  boundaries  of  San  Luis  Obispo,  Kern, 
and  San  Bernardino  Counties,  and  Hawaii. 

(21)  St.  Louis  Air  Procurement  District 
(CCMR):  Missouri,  Nebraska,  Oklahoma, 
Kansas,  Arkansas,  and  that  portion  of  Illi¬ 
nois  south  of  the  northern  boundaries  of 
the  following  counties:  Cass,  Adams,  Brown, 
Douglas,  Edgar,  Macon,  Menard,  Moultrie, 
and  Sangamon. 

(c)  AFPROs  ( Those  with  geographical 
areas). 

(1)  Boeing,  Seattle  (WCMR):  Washington 
and  Alaska. 

(2)  Martin,  Denver  (WCMR):  Colorado. 

Subparl  E — Review  and  Approval  of 
Awards  and  Contracts 

Revise  §  1053.510(a)  (2)  to  read  as 
follows: 

§  1053.510  Evidence  of  contract  ap¬ 
proval  on  contracts  subject  to  manual 
approval. 

(a)  *  *  * 

(2)  When  the  contract  has  not  yet 
been  executed  and  when  approval  of  an 
award  is  requested,  the  authorized  in¬ 
dividual  will  manually  sign  his  approval 
either  on  the  face  of  the  Notice  of  Award 
or  on  a  separate  award  page  entitled 
“Approval  of  Award.”  This  “Approval 
of  Award”  page  will  be  retained  in  the 
contract  file.  If  the  Notice  of  Award  is 
not  manually  approved  on  its  face,  it 
will  contain  the  following  language : 

Award  of  this  contract  has  been  approved 

by _ _ on 

(Name  and  title) 

_ by  manual  signature  on  Approval 

(Date) 

of  Award  page  which  Is  retained  In  the 
official  contract  file. 
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Subpait  G — Contractor  Acknowledg¬ 
ment  of  Receipt  of  Contractual  Doc¬ 
uments 

Subpart  G  is  deleted. 

Subpart  K — Use  of  New  Contracts  for 
Follow-on  Procurements 

Subpart  K  is  deleted. 

Subpart  O — Prior  Government  Own¬ 
ership  of  Items  Being  Procured 

Subpart  O  is  deleted. 

Subpart  P — Contracts  Between  the 
Government  and  Its  Employees, 
Proposed  Subcontracts  Between 
Prime  Contractors  and  Government 
Employees 

Subpart  P  is  deleted. 

Subpart  Q — Air  Force  Policy;  Fur 
Procurement 

Subpart  Q  is  deleted. 

Subpart  R — Preparation  and  Use  of 
Certain  Kinds  of  Base  Procurement 
Contracts 

1.  In  §  1053.1802: 

a.  Subparagraphs  (1)  to  (4)  are 
deleted  and  the  following  substituted 
therefor: 

§  1053.1802  Contracts  for  care  of  re¬ 
mains  of  deceased  Government  per¬ 
sonnel. 

(a)  General.  (1)  Due  to  the  nature 
of  the  services,  the  invitation  for  bids 
will  not  be  posted  in  public  places. 

(2)  When  cremation  is  requested,  cre¬ 
mation  services  will  be  procured  on  an 
individual  basis.  A  suitable  casket 
(cloth-covered  suggested)  and  an  urn 
may  be  provided. 

(3)  In  the  case  of  all  nonviewable 
remains,  a  sealer  type  casket  with  an  all- 
metal  innerseal  will  be  called  for.  When 
death  is  due  to  a  communicable  disease 
and  the  remains  are  viewable,  a  sealer 
type  casket  with  a  viewing  panel  of  glass 
or  acrylic  and  metal  innerseal  will  be 
called  for.  (See*  paragraph  4.2c(5), 
specification  MIL-C-9876  (USAP).) 

b.  Paragraph  (b)  (2)  (i)  is  revised  to 
read  as  follows: 

(b)  *  *  * 

(2)  The  following  insertions  will  be 
made  on  the  Standard  Form  33: 

(i)  In  the  introductory  paragraph, 
following  the  words  “for  delivery  FOB,” 
insert  the  words  “destination  as  provided 
in  the  attached  Schedule  (Part  I)  and 
Specification  MHi-C-9876  (USAF).” 

2.  Revise  §  1053.1803(b)  to  read  as 
follows: 

§  1053.1803  Department  of  Defense 
commercial  warehousing  and  related 
services  for  household  goods  of  mili¬ 
tary  personnel. 

*  *  *  »  • 

(b)  General.  To  achieve  maximum 
uniformity  and  desired  efficiency  in  per¬ 
forming  this  function,  the  duties  of  the 
contracting  officer  located  in  the  trans¬ 
portation  activity  and  procedures  to  be 
used  are  set  forth  as  follows: 
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(1)  Obtain  the  following,  from  the 
transportation  officer,  on  each  individual 
request  for  services : 

(1)  Completed  DD  Form  1099,  “Appli¬ 
cation  for  Non-Temporary  Storage  of 
Household  Goods”  (chapter  2,  part  9, 
AFM  75-1). 

(ii)  Completed  Standard  Form  116, 
“Application  for  Transportation  of 
Household  Goods,”  and  power  of  attor¬ 
ney  or  informal  letter  of  authorization 
is  required  only  when  for  some  reason 
the  DD  Form  1099  cannot  be  accom¬ 
plished.  Standard  Form  116  should 
indicate: 

(a)  Name  and  grade  of  military 
member. 

(b)  Location  of  household  goods  to  be 
stored. 

(c)  Date  the  household  goods  will  be 
available  for  pickup. 

(d)  Approximate  weight  of  household 
goods  involved. 

(e)  The  maximum  weight  allowance 
of  storage  the  individual  member  is  en¬ 
titled  to  at  Government  expense.  In  de¬ 
termining  storage  entitlement,  the 
transportation  officer  will  consider  other 
actions,  such  as  packing  and  crating, 
that  might  have  been  processed  for  the 
same  individual  under  authority  of  the 
same  travel  orders, 

(/)  Other  information  required  in 
processing  the  action. 

(iii)  Sufficient  copies  of  the  individual 
travel  orders  necessary  for  required 
distribution. 

(iv)  A  statement  to  the  effect  that 
commercial  storage  has  been  determined 
to  be  more  economical  than  Government 
storage. 

(2)  Determine  the  order  of  preference 
for  selecting  the  basic  agreement  to'  be 
used  for  each  individual  requirement. 
The  cost  of  the  service  will  be  the  sole 
determining  factor.  In  the  event  of 
identical  rates  under  two  or  more  basic 
agreements,  the  requirements  should  be 
distributed  according  to  AF  policy  con¬ 
cerning  award  of  equal  low  bids. 

(3)  Obtain  either  oral  or  written 
offers,  as  appropriate,  from  commercial 
storage  firms  according  to  the  basic 
agreement. 

(4)  Execute  service  orders  (DD  Form 
1164)  in  sufficient  quantity  to  satisfy 
distribution  requirements.  Where  travel 
orders  authorizing  the  services  quote  an 
open  allotment,  the  related  service 
orders  will  cite  that  open  allotment  ac¬ 
counting  classification,  provided  the 
services  are  performed  in  the  same  fiscal 
year  in  which  the  fluids  are  applicable. 
If  the  travel  orders  are  issued  in  one 
fiscal  year  and  the  services  are  not  per- 

‘  formed  until  the  following  fiscal  year,  or 
where  supplemental  service  orders  are 
issued  to  continue  the  services  or  provide 
removal  and  post  storage  services,  the 
correct  accounting  classification  will  be 
obtained  from  the  accounting  and 
finance  office.  Neither  initial  service 
orders  nor  supplemental  service  orders 
will  cover  services  extending  beyond  the 
fiscal  year  during  which  the  cited  ap¬ 
propriation  is  applicable.  All  service 
orders  of  $2,500  or  less  will  cite  authority 
10  U.S.C.  2304(a)(3),  those  exceeding 
$2,500  will  cite  10  U.S.C.  2304(a)  (10). 


(5)  When  required,  effect  renewal  of 
all  active  service  orders  in  the  following 
manner:  (i)  Prepare  a  single  supple¬ 
mental  service  order,  on  reproducible 
master,  for  each  contractor  involved, 
listing  all  service  orders  by  order  number 
with  that  particular  firm,  authorizing 
extension  of  services;  (ii)  reproduce  suf¬ 
ficient  copies  to  provide  one  copy  for 
each  individual  service  order  file  in¬ 
volved  and  distribution  to  each  recipient 
of  the  basic  service  order;  (iii)  cite  the 
correct  allotment  for  each  service  order 
recorded  on  the  supplement;  and  (iv) 
relate  the  blanket  supplemental  order  to 
a  selected  basic  service  order  using 
corresponding  numbers. 

(6)  Receive  initially  all  invoices  cov¬ 
ering  services  performed.  Reconcile 
charges  thereon  with  rates  under  the  ap¬ 
plicable  service  order  to  determine  ac¬ 
curacy  and  correctness  of  billings.  Cer¬ 
tify  on  invoices  involving  storage  only 
that  the  services  have  been  rendered  and 
forward  to  accounting  and  finance  officer 
for  payment,  Invoices  covering  pre¬ 
storage  or  poststorage  services  will  be 
forwarded  to  the  transportation  officer 
or  his  designee  for  a  certification  of  per¬ 
formance  prior  to  submission  to  the  ac¬ 
counting  and  finance  officer. 

(7)  Maintain  jacket  file,  by  individual 
lot,  containing  complete  record  of  each 
transaction.  As  a  minimum  this  file 
should  include: 

(i)  Copy  of  DD  Form  1099. 

(ii)  Copy  of  Travel  Orders. 

(iii)  Statement  by  transportation  offi¬ 
cer  indicating  commercial  storage  was 
determined  to  be  more  economical. 

(iv)  Record  of  contractors  with  whom 
contract  was  made  with  a  statement 
as  to  why  the  service  was  placed  with 
other  than  the  lowest  contractor,  if 
applicable. 

(v)  Copies  of  initial  service  order  and 
all  supplemental  orders  issued  thereto 
(DD  Form  1164). 

(vi)  Copy  of  contractor’s  offer,  when 
appropriate  (DD  Form  1163). 

(vii)  Copies  of  all  reports  indicating 
shortages  or  damages. 

(viii)  Copy  of  inventory  list. 

(ix)  Copy  of  weight  certificate. 

(x )  Copy  of  the  warehouse  receipt  sub¬ 
mitted  by  the  contractor. 

(xi)  Records  relative  to  partial  re¬ 
moval  of  household  goods. 

(xii)  Record  of  all  payments  effected. 

(xiii)  Other  data  considered  necessary 

to  proper  and  efficient  administration  of 
the  transaction. 

(8)  Upon  receipt  of  notification  from 
the  transportation  officer,  advise  the 
contractor  of  the  final  date  to  which  the 
individual  is  entitled  to  storage  at  Gov¬ 
ernment  expense  and  that  all  storage 
charges  accruing  thereafter  will  be  a 
matter  between  the  contractor  and  the 
individual  concerned.  Simultaneously, 
the  contractor  will  be  provided  with  the 
individual’s  mailing  address,  and  the 
jacket  file  will  be  appropriately  docu¬ 
mented  to  reflect  the  action.  The  fact 
that  household  goods  remain  in  storage 
beyond  the  individual’s  period  of  entitle¬ 
ment  does  not  alter  the  Government’s 
responsibility  to  defray  the  cost  for  re¬ 
moval  and  poststorage  services.  How¬ 


ever,  supplemental  orders  requesting 
this  service  should  not  be  issued  until 
the  contractor  has  advised  that  all  stor¬ 
age  charges,  payable  by  the  individual, 
have  been  satisfied. 

¥ 

(Sec.  8012,  70A  Stat.  488;  10  U.S.C.  8012.  In- 
terpret  or  apply  secs.  2301-2314,  70A  Stat 
127-133;  10  U.S.C.  2301-2314) 


PART  1054— CONTRACT 
ADMINISTRATION 

Subpart  A — Administration  of  AF  Con¬ 
tracts  by  Contracting  Officers 

Revise  §  1054.104  (n),  and  (dd)  to  read 
as  follows : 

§  1054.104  Matters  of  contract  adminis¬ 
tration  to  be  handled  by  administra¬ 
tive  contracting;  officers. 

*  .  *  *  *  * 

(n)  Report  all  litigation  involving  a 
CPFF  contractor  to  the  Office  of  the' 
Judge  Advocate  General,  Hq  USAF. 
Confer  with  his  staff  judge  advocate  as 
required. 

♦  *  *  *  * 

(dd)  When  advised  by  the  contractor 
according  to  §  1007.4053  of  this  chapter 
that  an  item  being  procured  under  any 
contract  he  is  administering  will  contain 
radioactive  materials,  he  will  forward 
this  information  to  AMC  tMCDPE), 
SAAMA  (SANATF);  and  the  inventory 
manager  of  the  commodity. 

Subpart  C — Contract  Change 
,  Notifications 

Revise  §  1054.302  to  read  as  follows: 

§  1054.302  Definitions. 

(a)  Change  order.  See  §  1001 .201-22 
of  this  chapter. 

(b)  Contract  change  notification 
(CCN).  See  §  1001.201-50  of  this  chap¬ 
ter. 

(c)  Supplemental  agreement.  See 
§  1.201-19  of  this  title. 

(d)  Master  serial  number.  A  number 
assigned  by  the  contract  distribution  of¬ 
fice  of  the  issuing  activity,  for  keeping  a 
record  of  CCN’s  in  consecutive  order  as 
issued. 

Subpart  G — Contract  Change 
Releases 

1.  Revise  §  1054.702(b)  to  read  as  fol¬ 
lows: 

§  1054.702  Definitions. 

***** 

(b)  Logistic  Support  Manager  ( LSM ) 
or  Inventory  Manager  (IM).  As  used 
herein  the  AMA  or  depot  having  the  in¬ 
ventory  management  responsibility  for 
the  end  article  under  procurement. 

§  1054.704  [Amendment] 

2.  In  5  1054.704(a),  change  symbol 
“CCM”  to  “IM”  in  subparagraphs  (3) 
and  (5).  Also  in  subparagraph  (5), 
change  “commodity  class”  to  “IM.” 

Subpart  I— Wage  and  Salary 
Acceptance 

§  1054.911  [Amendment] 

In  5  1054.911(b),  delete  the  second 
sentence. 
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Tuesday,  December  6,  1960 

Subpart  R — Renegotiation  Board 
Inquiries 

§  1054.1803  t  Deletion] 

- 1.  Section  1054.1803  is  deleted. 

2.  Add  §  1054.1802  as  follows: 

§  1054.1802  Responsibility  and  proce¬ 
dures. 

(a)  The  Renegotiation  Board  will 
secure  procurement  and  contract  infor¬ 
mation  directly  from  the  source  of  in¬ 
formation,  i.e.,  AMC  field  procurement 
activity,  APD,  APPRO,  and  from  the 
headquarters  of  other  major  commands. 
The  Board  may,  if  it  deems  necessary, 
contact  the  appropriate  contract  man¬ 
agement  region  having  surveillance  of 
the  APD,  AFPRO,  TSO,  or  Hq  AMC 
(MCPKTT)  for  information. 

(b)  The  commander  of  an  AMC  field 
procurement  activity,  chief  of  an  APD 
or  AFPRO,  commander  of  contract  man¬ 
agement  region  or  major  commands 
will  designate  an  individual  to  monitor 
requests  from  the  Renegotiation  Board. 
The  individual’s  name  and  office  identi¬ 
fication  will  be  furnished  to  AMC 
(MCPKTT).  The  monitor  will  insure 
receipt  of  adequate  information  by  the 
Renegotiation  Board.  The  checklists  of 
questions  set  forth  in  §  1054.1804  will  be 
used  as  guides  in  furnishing  information 
to  the  Board. 

§  1054.1805  IRedesignation] 

3.  Redesignate  §  1054.1805  as  §  1054.- 
1804. 

Subpart  S — Performance  Data  on 
MPSA  Contractors 

1.  Revise  the  heading  of  Subpart  S 
as  shown  above. 

2.  Revise  §  1054.1903  to  read  as  follows: 

§  1054.1903  Source  and  routing  of  re¬ 
quests. 

Requests  for  performance  information 
will  be  received  by  the  cognizant  CMR 
from  the  Renegotiation  Board  through 
its  regional  boards.  (Similar  requests 
will  be  simultaneously  submitted  to 
MPSA  by  the  Board.)  The  quality  con¬ 
trol  office  of  the  cognizant  CMR  will 
process  the  requests  to  the  appropriate 
air  procurement  district  office. 

Subpart  V — Debts  Owed  by  Con¬ 
tractors;  Deferred  Payments 

§  1054.2203  [Amendment] 

1.  In  §  1054.2203(b),  add  the  follow¬ 
ing  sentence:  “Any  known  changes  in 
the  amount  of  indebtedness  except 
changes  arising  from  payments,  whether 
the  indebtedness  is  under  appeal  or  not, 
will  also  be  reported  by  the  appropriate 
contracting  officer  to  the  responsible 
accounting  and  finance  office. 

Subpart  W — Scrap  Control 

§  1054.2302  [Redesignation] 

1.  Section  1054.2302  is  redesignated 
§  1054.2301  and  is  revised  to  read  as 
follows: 

§  1054.2301  Applicability  of  subpart. 

This  subpart  applies  to  contract  man¬ 
agement  regions  <CMRs)  and  air  mate¬ 
riel  forces  administering  AF  contracts 
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involving  Government  property  or  prop¬ 
erty  acquired  by  the  contractor  under 
fixed-price  contracts  with  price  redeter¬ 
mination  clauses. 

§  1054.2303  [Redesignation] 

2.  Redesignate  §  1054.2303  a s 
§  1054.2302. 

§  1054.2304  [Redesignation] 

3.  Redesignate  §  1054.2304  as 
§  1054.2303  and  revise  to  read  as  follows: 

§  1054.2303  Responsibilities. 

The  administrative  contracting  officer, 
in  administering  AF  production  con¬ 
tracts,  will  be  supported  by  a  Technical 
Assistance  Group  (TAG)  appointed  by 
authority  of  CMRs,  and  consisting  of 
industrial  property,  quality  control,  pro¬ 
duction,  and  audit  personnel,  which  will 
operate  under  the  chairmanship  of  its 
production  representative.  The  ACO, 
supported  by  the  TAG,  in  reviewing  con¬ 
tractors’  scrap  control  will: 

(a)  Review  and  evaluate  the  contrac¬ 
tor’s  procedures  and  practice  of  scrap 
control  and  the  results  obtained  from 
such  control. 

(b)  Review  rejection  trends  of  the  con¬ 
tractor  and  spot-check  to  satisfy  himself 
that  scrap  controls  as  established  by  the 
contractor  are  actually  being  practiced. 

(c)  Determine  that  the  contractor’s 
controls  pertaining  to  the  generation  of 
scrap,  including  procedures  and  records, 
are  according  to  the  generally  accepted 
objectives  of  scrap  control  within  the 
segment  of  the  industry  concerned  and 
are  adequate  to  protect  the  Govern¬ 
ment’s  interest.  Advise  the  contractor 
and  local  cognizant  AF  personnel,  in 
writing,  of  the  determination.  If  cor¬ 
rective  measures  are  necessary,  advise 
the  contractor  so  he  may  accomplish 
them.  A  copy  of  this  correspondence 
will  be  sent  to  the  cognizant  CMR  com¬ 
mander. 

(d)  Advise  the  CMR  commander  of  any 
areas  in  which  action  by  higher  author¬ 
ity  is  necessary  to  resolve  or  clarify 
responsibility  for  scrap  control  matters 
that  involve  various  functional  elements 
of  the  Aii’  Force. 

A  new  Subpart  DD  is  added  as  follows: 

Subpart  DD — Administration  of  Base 
Procurement  Contracts 

Sec. 

1054.3000  Scope  of  subpart. 

1054.3001  Applicability  of  subpart. 

1054.3002  Oeueral. 

1054.3004  Contract  administration  proce¬ 

dures. 

1054.3005  Contract  modifications. 

1054.3006  Variation  in  quantity. 

1054.3007  Extension  of  delivery  schedules. 

1054.3008  Payment  of  accounts. 

1054.3009  Losses,  damages,  or  destruction  of 

Government  property  in  posses¬ 
sion  of  contractors  under  mili¬ 
tary  suspense  accounting. 

1054  3010  Control  of  Government  property 
in  possession  of  contractors. 

Authority:  §§  1054.3000  to  1054.3010  issued 
under  sec.  8012,  70A  Stat.  488;  10  U.S.C.  8012. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat. 
127-133;  10  U.S.C.  2301-2314. 

§  1054.3000  Scope  of  subpart. 

This  subpart  sets  forth  the  procedures 
rnd  references  the  guidelines  to  be  fol¬ 


lowed  in  the  administration  of  base  pro¬ 
curement  contracts. 

§  1054.3001  Applicability  of  subpart. 

This  subpart  applies  to  all  AF  pro¬ 
curing  activities  accomplishing  base  pro¬ 
curement. 

§  1054.3002  General. 

Regardless  of  the  speed,  efficiency  and 
economy  with  which  contracts  are 
awarded,  an  inadequate  contract  admin¬ 
istration  program  can  jeopardize  the 
mission  of  the  Air  Force  and  be  detri¬ 
mental  to  the  Government’s  best  inter¬ 
ests.  Failure  to  insure  contractor  com¬ 
pliance  and  performance  not  only 
hampers  the  operation  of  requiring  ac¬ 
tivities  but  is  prejudicial  to  the  interests 
of  other  bidders  who  based  their  bids 
on  requirements  of  delivery  or  perform¬ 
ance  as  established  by  the  Government. 
The  procurement  cycle  is  not  completed 
with  the  award  of  a  contract.  An  agres- 
sive  and  systematic  contract  administra¬ 
tion  program  must  be  utilized  to  fulfill 
the  role  the  base  procurement  program 
plays  in  the  overall  base  logistic  pro¬ 
gram.  Following  the  procedures  pre¬ 
scribed  by  this  subpart  should  materially 
aid  in  accomplishing  proper  contract 
administration  without  excessive  admin¬ 
istrative  costs. 

§  1054.3004  Contract  administration 
procedures. 

(a)  Purchase  and  delivery  orders  (DD 
Form  1155),  requests  against  blanket 
purchase  agreements  and  all  definite 
quantity  contracts  other  than  construc¬ 
tion,  service  orders  for  commercial  ware¬ 
housing,  utility  service  contracts  and 
credit  card  purchases.  Following  is  the 
procedure  to  be  followed  in  connection 
with  proper  administration  of  the  above 
referenced  documents. 

(1)  Review  and  followup  action,  (i) 
Files  should  be  suspensed  based  upon 
the:  (a)  Scheduled  date  indicated  on  the 
DDForm  1155;  ( b )  the  scheduled  deliv¬ 
ery  date  indicated  on  the  DD  Form  250 
or  purchase  request  for  Requests  against 
Blanket  Purchase  Agreements;  or  (c)  the 
specific  date(s)  established  for  delivery 
based  upon  date  of  receipt  and  accept¬ 
ance  of  the  document  by  the  contractor, 
as  evidenced  by  AFPI  Form  29  or  certi¬ 
fied  mail  procedure. 

(ii)  Review  and  follow-up  action  will 
be  completed  daily  on  all  files  suspended 
for  that  day. 

(iii)  When  the  review  of  a  contract 
file  fails  to  indicate  evidence  of  shipment 
or  delivery  by  the  suspensed  date,  the 
receiving  component  will  be  contacted  by 
telephone  and  if  they  verify  nonreceipt 
of  the  material:  (a)  File  will  be  identi¬ 
fied  as  a  delinquent  file;  (b)  the  contrac¬ 
tor  will  be  promptly  notified  of  delin¬ 
quent  delivery.  This  notification  may 
be  accomplished  by  AFPI  Form  92,  “No¬ 
tice  of  Contract  Delinquency,”  individ¬ 
ually  typed  letter,  or  orally.  Reproduced 
form  letters  will  not  be  used  for  this 
notification.  A  copy  of  the  written  noti¬ 
fication  or,  in  cases  of  oral  notification,  a 
written  memorandum  of  the  conversa¬ 
tion  will  be  placed  in  the  contract  file. 
Whether  notification  is  written  or  oral, 
care  must  be  exercised  to  clearly  indicate 
to  the  contractor  that  this  notification 
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is  merely  for  the  purpose  of  ascertaining 
the  reason  for  the  delinquency  so  that 
the  Government  can  determine  the  ap¬ 
propriate  action  to  be  taken  and  in  no 
way  is  intended  to  waive  any  of  the 
rights  or  remedies  which  the  Govern¬ 
ment  may  have  by  law  or  under  the  con¬ 
tract  ;  and,  (c)  file  will  be  resuspensed  for 
further  action  not  more  than  ten  (10) 
days  when  initial  inquiry  is  made  by  tele¬ 
phone  and  not  more  than  ten  (10)  days 
plus  estimated  transmittal  time  if  writ¬ 
ten  inquiry  has  been  made. 

(iv)  On  bona  fide  contracts  (other 
than  Requests  against  Blanket  Purchase 
Agreements  or  Purchase  Orders  on  DD 
Form  1155  where  acceptance  has  not 
been  received),  if  the  contractor  fails 
to  make  delivery  or  take  action  to  cure 
the  delinquency  as  a  result  of  this  initial 
notification  and  has  not  adequately 
justified  such  delay  (for  example: 
Delinquent  delivery  being  wholly  due  to 
contractor’s  fault  or  negligence),  then 
the  contracting  officer  will  immediately 
take  the  action  required  to  either:  (a) 
Terminate  for  default  when  the  default 
clause  is  included  in  the  contract  (see 
Subpart  T,  Part  1008  of  this  chapter) ; 
or  (b)  terminate  for  Breach  of  Contract 
when  a  default  clause  is  not  included 
in  the  contract  (see  §  1008.2011  of  this 
chapter).  See  subparagraph  (2)  (i)  of 
this  paragraph  for  appropriate  action  for 
delinquent  Requests  against  Blanket 
Purchase  Agreements  and  paragraph 
(d)(2)  of  this  section  for  delinquent  pur¬ 
chase  orders  on  DD  Form  1155  where 
acceptance  has  not  been  received. 

(2)  Action  against  habitual  delin¬ 
quent  contractors,  (i)  Requests  against 
Blanket  Purchase  Agreements:  Periodic 
reports  of  current  delinquent  requests 
against  Blanket  Purchase  Agreements 
should  be  used  to  establish  trends  of 
possible  habitual  delinquents.  After  a 
trend  is  established  from  these  reports, 
all  requests  (completed  and  delinquent) 
placed  with  the  contractor  over  a  period 
of  no  less  than  2  months  should  be  re¬ 
viewed  and  analyzed.  If  this  review 
substantiates  habitual  delinquency  on 
requests  against  Blanket  Purchase 
Agreements,  the  contractor  will  be: 

(a)  Furnished  a  detailed  findings  of  the 
review  including  number  of  requests 
placed,  percentage  of  delinquency,  aver¬ 
age  number  of  days  delinquent,  etc.; 

(b)  notified  that  deliveries  against  re¬ 
quests  placed  during  the  next  30  days 
will  be  reviewed  and  if  delivery  during 
that  period  is  not  improved,  procure¬ 
ments  with  him  through  the  Blanket 
Purchase  Agreement  method  will  be 
discontinued. 

(ii)  Purchase  orders  issued  on  DD 
Form  1155:  Individual  and  complete  ac¬ 
tion  will  be  taken  on  each  delinquent 
contract  according  to  (1)  (iv)  of  this 
paragraph.  In  addition,  periodic  re¬ 
ports  of  current  delinquent  purchase 
orders  should  be  reviewed  to  establish 
trends  of  possible  habitual  delinquents. 
After  a  trend  is  established  from  these 
reports,  all  purchase  orders  (completed 
and  delinquent)  placed  with  this  con¬ 
tractor  over  a  period  of  no  less  than  2 
months  should  be  reviewed  and  analyzed. 
If  this  review  substantiates  habitual 
delinquency:  (a)  All  buyers  within  the 


procurement  office  will  be  notified  that 
future  purchase  orders  on  the  DD  Form 
1155  with  said  delinquent  contractor  will 
contain  the  following  statement: 

Payment  will  not  be  made  on  partial 
deliveries  accepted  by  the  Government 
under  this  contract.  Only  one  payment 
will  be  made  upon  completion  of  the  con¬ 
tract  pursuant  to  General  Provision  5 
entitled  “Payments”; 

(b)  Vendors  written  acceptance  will 
be  obtained  on.DD  Form  1155s  in  view 
of  the  change  in  the  payment  provision 
(also  see  §  1016.303-52  of  this  chap¬ 
ter)  ;  and  (c)  contractor  will  be  notified 
of  the  detailed  findings  of  the  review 
and  of  action  being  taken  on  future 
procurements  on  DD  Form  1155. 

(iii)  Action  against  habitual  delin¬ 
quent  contractors  involving  other  un¬ 
numbered  and  numbered  supply  con¬ 
tracts  and  delivery  orders  will  be 
essentially  as  outlined  in  subparagraph 
(2)  (ii)  of  this  paragraph  to  establish 
conclusive  evidence  of  habitual  delin¬ 
quency  and  then  consideration  will  be 
given  to  possible  debarment  action  pur¬ 
suant  to  §  1.604  of  this  title  and 
§  1001.604  of  this  chapter. 

(b)  Construction  contracts.  Unlike  the 
administration  of  other  base  procure¬ 
ment  contracts  where  only  a  minimum 
amount  of  action  may  be  required  be¬ 
tween  the  date  of  award  and  the  expira¬ 
tion  of  the  performance  period  specified 
in  the  contract,  effective  administration 
of  construction  contracts  depends  upon 
constant  and  continual  inspection  and 
observation  of  contractor’s  performance, 
the  written  recording  of  the  deficiencies 
noted  and  the  transmission  of  these  de¬ 
ficiencies  to  the  contractor  for  corrective 
action.  By  imposing  on  the  contractor 
continual  constructive  pressure  for  strict 
compliance  with  the  terms  and  condi¬ 
tions  of  the  contract,  especially  during 
the  early  stages  of  performance,  opti¬ 
mum  performance  will  be  assured. 

(1)  Preconstruction  conference  or 
letter.  The  primary  factor  involved  in 
assuring  timely  performance  is  the  clear 
understanding  by  the  contractor  of  his 
responsibilities  under  the  contract  and 
of  the  Government’s  rights  which  can 
be  imposed  in  areas  of  noncompliance. 
These  responsibilities  are  conveyed  to 
the  contractor  through  the  media  of  a 
preconstruction  conference  conducted 
prior  to  the  commencement  of  work. 
AFPI  Form  27,  “Preconstruction  Con¬ 
ference  Checklist,”  sets  forth  important 
factors  to  be  discussed  with  contractors 
at  the  preconstruction  conference.  (See 
§  1016.451-1  of  this  chapter.)  AFPI 
Form  27  will  be: 

(i)  Used  as  a  guide  for  discussing 
pertinent  factors  regarding  the  perform¬ 
ance  of  construction  contracts  at  in¬ 
stallations  located  within  the  United 
States. 

(ii)  Signed  in  the  space  provided  by 
each  Government  or  civilian  personnel 
attending. 

(iii)  Checked  by  the  contracting  offi¬ 
cer  in  the  appropriate  space  after  er.ch 
subject  is  discussed. 

(iv)  Dated  and  signed  by  the  con¬ 
tractor  in  the  space  provided  at  the  bot¬ 
tom  of  the  form  to  indicate  that  he  has 


been  thoroughly  briefed  on  all  subjects 
mentioned. 

(v)  Filed  after  completion  in  the  ap¬ 
propriate  file.  If  for  some  uncon¬ 
trollable  reason  a  preconstruction  con¬ 
ference  cannot  be  held,  the  contracting 
officer  must  write  a  letter  to  the  con¬ 
tractor  explaining  the  items  referred  to 
in  the  AFPI  Form  27.  When  a  precon¬ 
struction  letter  is  used  in  lieu  of  a  con¬ 
ference,  the  contract  file  will  be  docu¬ 
mented  by:  (a)  A  statement  justifying 
the  substitution  and  (b)  the  copy  of  pre¬ 
construction  letter  containing  the  con¬ 
tractor’s  acknowledgment  of  receipt  and 
his  understanding  of  the  responsibilities 
enumerated  therein. 

(2)  Construction  contract  progress 
schedules.  Special  Provision  1-07, 
“Progress  Charts,  Sundays,  Holidays 
and  Nights,”  of  the  contract  requires 
construction  contractors  to  prepare  and 
submit  to  the  contracting  officer  for  ap¬ 
proval  a  practical  and  feasible  progress 
schedule  showing  the  order  in  which  the 
contractor  proposes  to  carry  out  work 
required  by  the  contract.  For  all  con¬ 
struction  contracts  over  $10,000  this 
schedule,  on  AFPI  Form  78,  “Construc¬ 
tion  Contract  Progress  Schedule,”  is  re¬ 
quired  to  be  submitted  to  the  contracting 
officer  within  5  days  after  commence¬ 
ment  of  work  or  within  such  time  as 
established  by  the  contracting  officer 
(AFPI  Form  78  is  optional  for  use  in 
connection  with  construction  contracts 
in  the  $2,000-$10,000  price  category 
awarded  on  Standard  Form  19). 

(i)  Instructions  to  the  contractor  for 
preparation  of  AFPI  Form  78  are  con¬ 
tained  on  the  reverse  side.  The  submis¬ 
sion  of  the  brief  written  report  referred 
to  in  Paragraph  11  of  the  instructions 
may  satisfy  the  requirements  for  weekly 
submission  of  progress  information  re¬ 
quired  by  SP  1-01. 

(ii)  After  receipt  of  AFPI  Form  78 
showing  a  proposed  plan  of  progress  from  * 
the  contractor,  the  contracting  officer 
will: 

(a)  In  coordination  with  the  civil 
engineer,  review  the  proposed  plan  of 
progress  for  accomplishing  the  work  for 
compliance  with  the  contract;  and  where 
applicable,  assure  that  the  planned 
progress  is  compatible  with  work  being 
accomplished  by  other  contractors  or  by 
the  Government. 

(b)  if  the  proposed  progress  schedule 
submitted  by  the  contractor  is  approved 
by  the  contracting  officer,  as  recom¬ 
mended  by  the  civil  engineer,  signature 
of  the  civil  engineer  or  his  designated 
representative  will  be  obtained  in  block 
(10).  The  contracting  officer  will  man¬ 
ually  approve  three  copies  of  the  sched¬ 
ule  in  block  11. 

(c)  Complete  blocks  4  through  6  and 
distribute  one  copy  to  the  contractor  and 
one  copy  to  the  civil  engineer. 

(iii)  AFPI  Form  78  will  be  maintained 
according  to  the  following  instructions: 

(a)  As  required  by  instructions  on  re¬ 
verse  of  the  form,  the  contractor  will 
submit  written  reports  of  progress  to  the 
contracting  officer.  Weekly  reports  will 
show  the  percentage  of  work  accom¬ 
plished  for  each  of  the  work  elements 
shown  on  lines  1  through  15. 
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(b)  The  contracting  officer  or  his 
authorized  representative  will  enter  the 
percentage  of  work  reported  complete 
under  the  appropriate  column  opposite 
the  work  element  involved  (lines  1 
through  15).  All  work  reported  com¬ 
plete  for  a  reporting  period  will  be 
totaled  and  entered  in  the  lower  half 
of  line  16.  The  total  will  then  be  the 
basis  for  computing  an  overlay  graph. 
The  planned  progress  as  computed  by  the 
contractor  is  shown  in  this  graph  as  a 
broken  line.  The  contractor’s  actual 
progress  will  be  plotted  on  the  graph  by 
a  solid  line.  Where  the  actual  progress 
is  identical  to  the  planned  progress  the 
solid  line  will  obliterate  the  broken  or 
dotted  line.  Where  the  actual  progress 
is  below  the  planned  progress,  immediate 
action  will  be  taken  to  ascertain  the  rea¬ 
son  and  effect  correction.  The  impor¬ 
tance  of  prompt  action  in  correcting  de¬ 
lays  as  prescribed  by  Special  Provision 
SP  1-07,  cannot  be  overemphasized. 

(c)  Written  reports  of  percentage  of; 
completion  for  each  work  element  shown 
on  AFPI  Form  78  will  be  submitted  to 
the  contracting  officer  by  the  Govern¬ 
ment  inspector  assigned  to  the  project. 
Frequency  of  reports  will  be  the  same  as 
established  for  the  contractor.  Where 
the  percentage  of  work  reported  as  com¬ 
plete  by  the  Government  inspector  and 
the  contractor  differs  5  percent  or  more, 
the  reason  will  be  ascertained  and  cor¬ 
rective  action  taken  as  indicated  by  the 
circumstances. 

(d)  Upon  issuance  of  a  modification  to 
a  contract  (see  §  1054.3005-(c) )  which 
adds,  deletes,  or  changes  work  to  the 
extent  that  the  completion  date  is 
changed  or  which  increases  or  decreases 
the  original  completion  date  for  other 
reasons  such  as  excusable  delays,  a  re¬ 
vised  progress  schedule  will  be  obtained 
from  the  contractor.  The  new  schedule 
should  be  completed  to  show  a  re¬ 
scheduling  of  all  work  under  the  con¬ 
tract,  taking  into  consideration  that 
portion  completed  at  the  time  the  con¬ 
tract  was  modified.  The  revised  sched¬ 
ule  will  be  prepared,  submitted, 
coordinated  and  approved  in  the  same 
manner  as  the  original  except  that  the 
revised  completion  dates  will  be  inserted 
in  block  3  by  the  contractor  and  the 
words  "First,  Second,  etc.,  revised  sched¬ 
ule"  will  be  inserted  immediately  under¬ 
neath  the  form  title  and  above  block  8 
immediately  preceding  the  project  title. 
The  contracting  officer  will  determine 
the  time  of  submission  of  the  revised 
schedule.  However,  unless  unusual  cir¬ 
cumstances  exist,  submission  of  a  revised 
progress  schedule  should  not  be  delayed 
beyond  5  days  after  starting  work,  as 
required  by  SP  1-07. 

(e)  Current  AFPI  Forms  78  will  not 
be  filed  in  the  contract  folder.  Where 
existing  contracting  office  facilities  per¬ 
mit,  the  schedule  may  be  posted  and 
maintained  on  office  walls,  chart  boards 
or  in  an  appropriate  ledger  binder  for 
easy  accessibility  and  reference. 

(/)  Upon  completion  of  the  construc¬ 
tion  contract  for  which  an  AFPI  Form 
78  is  maintained,  block  7  of’the  form  will 
be  completed  and  the  form  placed  in  the 
contract  file  as  a  permanent  record. 

(3)  Labor  law  compliance.  Subpart 
D,  Part  1012  of  this  chapter,  outlines 


the  responsibilities  and  procedures  for 
enforcement  of  labor  standards  in  con¬ 
struction  contracts.  AFPI  Form  7, 
“Labor  Law  Compliance  Check  Sheet," 
is  designed  to  insure  compliance  with  the 
labor  provisions  of  the  contract.  Proper 
indoctrination  of  the  contractor  of  his 
responsibilities  under  the  labor  law  pro¬ 
visions  of  the  contract  during  the  pre¬ 
construction  conference,  together  with 
detailed  routine  checks  and  field  visits 
utilizing  AFPI  Form  7  will  greatly  re¬ 
duce  the  possibility  of  actual  or  major 
violations  requiring  detailed  and  time- 
consuming  special  investigations. 

§  1054.3005  Contract  modifications. 

(a)  Supplemental  agreements.  See 
§  1.201-19  of  this  title  and  §  1016.853  of 
this  chapter. 

(b)  Change  orders.  See  §  1.201-1  of 
this  title  and  §  1016.854  of  this  chapter. 

(c)  Modification  to  contracts.  (1)  Any 
change  required  which  is  outside  the 
scope  of  the  provisions  of  the  contract 
and  may  affect  the  price,  terms,  quantity 
or  other  conditions  of  the  contract  will  be 
effected  with  the  use  of  AFPI  Form  12, 
"Supplemental  Agreement."  The  con¬ 
tractor  has  no  authority  to  proceed  with 
performance  of  work  contemplated  by 
the  change  nor  does  the  Government 
have  authority  to  direct  the  contractor 
to  proceed  with  performance  of  work 
contemplated  by  the  change  until  the 
Supplemental  Agreement  is  fully  exe¬ 
cuted  and  all  necessary  approvals 
obtained. 

(2)  Any  change  required  solely  to 

reflect  current  AF  administrative  data 
and  which  does  not  affect  the  existing 
binding  contract  between  the  contracting 
parties  will  be  incorporated  with  the  use 
of  AFPI  Form  13,  "Change  Order.”  The 
recital  on  the  form  which  reads  "Pur¬ 
suant  to  the  Provisions  of  Clause _ ” 

will  be  changed  to  read :  "To  accomplish 
a  change  in  Air  Force  administrative 
data _ ” 

(3)  Any  change  required  which  is 
within  the  scope  of  the  provisions  of  the 
contract  and  where  an  agreement  is 
reached  on  the  adjustment  of  price  or 
delivery  schedule  prior  to  issuing  written 
direction  to  the  contractor  will  be  ef¬ 
fected  with  the  use  of  AFPI  Form  12, 
“Supplemental  Agreement." 

(4)  Any  change  required  which  is 
within  the  scope  of  the  provisions  of  the 
contract,  but  time  is  of  the  essence  not 
permitting  negotiations  of  an  adjust¬ 
ment  in  price  or  delivery  will  be  directed 
with  the  use  of  AFPI  Form  13.  At  the 
earliest  possible  time  after  issuance  of 
the  Change  Order,  negotiations  will  be 
conducted  to  establish  an  adjustment  in 
price  or  delivery  schedule  for  the  di¬ 
rected  change.  Such  mutual  agreement 
will  be  reflected  on  AFPI  Form  12. 
Where  mutual  agreement  proves  impos¬ 
sible,  the  contracting  officer  will  prepare 
and  process  a  findings  and  decision 
under  the  disputes  clause. 

(5)  The  contracting  officer  is  respon¬ 
sible  for  negotiating  a  fair  and  reason¬ 
able  price  adjustment  for  any  change 
made  to  a  contract  whether  the  change 
is  authorized  by  the  provision  of  the  con¬ 
tract  or  represents  a  new  procurement 
outside  of  the  scope  of  the  provision  of 


the  contract.  Records  of  each  nego¬ 
tiated  change  will  be  maintained  in  the 
contract  file.  Minimum  records  to  be 
maintained  for  each  modification  to  a 
construction  contract  will  be : 

(i)  A  price  breakdown  of  the  esti¬ 
mated  cost  (increase  or  decrease)  of  the 
contemplated  change,  prepared  by  the 
civil  engineer,  and  submitted  with  the 
AF  Form  9,  "Purchase  Request,”  for  the 
change  required.  The  estimated  cost 
(actual  costs  will  be  shown  to  the  extent 
available)  will  be  broken  down  to  reflect 
material  costs,  labor  costs,  other  costs, 
and  profit. 

(ii)  Contractors  proposal  with  sup¬ 
porting  price  breakdown  showing  ma¬ 
terials  cost,  labor  costs,  other  costs,  and 
profit. 

(iii)  Memorandum  of  price  negotia¬ 
tion  as  required  by  §  1003.811  of  this 
chapter. 

(d)  Modification  of  purchase  orders, 
DD  Form  1155.  A  purchase  order  issued 
on  DD  Form  1155  is  an  offer  (unilateral 
action)  only  and  therefore  is  not  a  bind¬ 
ing  contract  between  the  parties  until 
it  is  accepted  by  the  vendor  either  in  the 
form  of  a  signed  acceptance  (DD  Form 
1155s)  or  by  the  commencement  of  per¬ 
formance  under  the  order. 

(1)  When  order  has  been  accepted, 
changes  when  required  will  be  issued 
pursuant  to  instructions  in  paragraph 
(c)  of  this  section. 

(2)  When  acceptance  has  not  been  re¬ 
ceived,  one  of  the  following  courses  of 
action  will  be  taken: 

(i)  If  vendor  refuses  to  accept  order 
and  the  reasons  for  non-acceptance 
cannot  be  determined  or  established,  the 
order  will  be  canceled  by  letter  to  the 
vendor  outlining  this  failure  to  furnish 
written  acceptance  (perform  under  the 
order).  This  letter  will  be  distributed 
to  all  recipients  of  the  order. 

(ii)  If  vendor  refuses  to  accept  the 
order  and  submits  a  counter-offer  to  the 
Government  which  affects  the  price, 
terms,  quantity  or  quality  established  on 
the  initial. order,  automatic  modification 
of  the  order  to  reflect  the  counter-offer 
is  not  authorized.  The  counter-offer 
must  be  evaluated  on  the  same  basis  as 
an  additional  quotation  received  for  the 
requirement  before  award. 

(a)  If  the  counter-offer  is  no  longer 
the  most  advantageous  to  the  Govern¬ 
ment,  the  order  will  be  canceled  by  letter 
as  indicated  in  subparagraph  (2)  (i)  of 
this  paragraph  and  a  new  order  will  be 
issued  to  the  vendor  whose  quotation  is 
most  advantageous  to  the  Government. 

(b)  If  the  counter-offer  is  still  the 

most  advantageous  received  for  the  re¬ 
quirement,  the  purchase  order  will  be 
modified  by  AFPI  Form  13  to  reflect  the 
new  price,  terms,  quantity  or  quality  set 
forth  in  the  counter-offer.  The  recital 
on  the  form  reads:  "Pursuant  to  the  pro¬ 
visions  of  clause _ "  will  be  changed 

to  read:  "Pursuant  to  vendor’s  letter 
dated _ ” 

(e)  Modification  of  delivery  orders,  DD 
Form  1155.  When  changes  are  required 
to  delivery  orders,  such  changes  will  be 
accomplished  according  to  the  terms  of 
the  basic  contract  and  paragraph  (c)  of 
this  section. 
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RULES  AND  REGULATIONS 


§  1054.3006  Variation  in  quantity. 

(a)  Purchase  and  delivery  orders  ( DD 
Form  1155).  When  variations  in  quanti¬ 
ties  are  specified  in  the  schedule  and 
shipments  containing  overages  and/or 
shortages  within  the  acceptable  variation 
are  received  and  accepted,  a  separate 
modifying  document  to  the  order  reflect¬ 
ing  such  acceptance  need  not  be  written. 
When  variations  in  quantities  are  not 
specified  in  the  schedule,  and  the  short¬ 
ages  exist  in  the  shipment  received,  if 
it  is  determined  that  such  shortages  are 
in  quantities  so  negligible  that  the  opera¬ 
tion  of  the  installation  will  not  be  af¬ 
fected,  and  such  shipment  represents  the 
final  shipment  by  the  contractor,  such 
shipment  may  be  accepted  and  the  order 
completed,  and  a  separate  modifying 
document  need  not  be  written.  In  either 
of  the  above  circumstances,  the  adjust¬ 
ment  of  the  total  dollar  amount  for  pay¬ 
ment  will  be  made  and  initialed  by  the 
accounting  and  finance  officer  in  the 
“Differences”  section  af  the  original  and 
receiving  report  copies  of  the  DD  Form 
1155  to  reflect  overage  or  shortage. 

(b)  Numbered  contracts  and  unnum¬ 
bered  contracts  ( other  than  DD  Form 
1155).  A  separate  modifying  document 
is  not  required  to  accept  quantities 
which  vary  from  those  specified  in  the 
contract  when  such  variations  in  quan¬ 
tity  are  within  the  permissible  variation 
prescribed  in  the  contract  and  are  caused 
by  one  or  more  of  the  conditions  speci¬ 
fied  in  the  “Variation  in  Quantity”  pro¬ 
visions  of  the  contract.  In  all  other 
instances  if  it  is  determined  in  the  best 
interests  of  the  Government  to  accept 
such  variations  in  quantity,  the  contract 
must  be  modified  to  reflect  acceptance. 

§  1054.3007  Extension  of  delivery  sched¬ 
ules. 

(a)  Contractor’s  fault  or  negligence. 
Extension  of  delivery,  service  or  con¬ 
struction  schedules  where  the  delin¬ 
quency  concerned  was  wholly  due  to  the 
contractor’s  fault  or  negligence,  repre¬ 
sents  the  Government  giving  to  the  con¬ 
tractor  certain  rights  and  benefits  that 
he  was  not  otherwise  entitled  to  under 
the  original  contract.  To  do  so,  without 
receiving  consideration  therefor,  has 
been  declared  by  the  Comptroller  Gen¬ 
eral  to  be  beyond  the  authority  of  any 
officer  or  agent  of  the  Government.  The 
amount  of  consideration  obtained  from 
the  contractor  in  any  particular  case  de¬ 
pends  upon  the  facts  involved,  e.g.,  the 
contract  price  of  the  unfinished  work  or 
items,  the  length  of  extension  desired, 
the  availability  of  other  contractors  in 
the  area  in  the  event  of  a  default  termin¬ 
ation,  whether  it  is  practical  for  the  Air 
Force  to  default  the  contract  at  the 
present  stage  of  the  work,  etc.  A  reason¬ 
able  starting  point  for  establishing  “le¬ 
gal  consideration”  is  to  seek  considera¬ 
tion  sufficient  to  recompense  the  Govern¬ 
ment  for  the  administrative  expense  and 
inconvenience  involved  in  granting  the 
extension.  A  nominal  consideration 
may  suffice  when  an  extension  of  the  de¬ 


livery  schedule  is  in  the  best  interests  of 
the  Government,  but  normally  the 
amount  of  consideration  received  should 
represent  the  fair  value  of  the  benefit  be¬ 
ing  received  by  the  contractor.  Prior  to 
issuing  a  contractual  modification 
amending  the  delivery  schedule,  the  con¬ 
tracting  officer  will  affect  coordination 
with  his  staff  judge  advocate  to  deter¬ 
mine  whether  or  not  legal  consideration 
exists.  The  staff  judge  advocate’s  deter¬ 
mination  will  be  final  concerning  the  ex¬ 
istence  of  legal  consideration.  The  con¬ 
tracting  officer  is  responsible  for  deter¬ 
mining  the  adequacy  or  amount  of 
consideration. 

§  1054.3008  Payment  of  accounts. 

(a)  Price  reduction  on  invoices.  (1) 
As  a  general  rule,  invoices  submitted  for 
less  than  the  contract  price(s)  which 
clearly  indicate  that  a  voluntary  reduc¬ 
tion  in  price  is  intended,  will  be  accepted 
and  payment  made  without  further  ac¬ 
tion  by  the  Government. 

(2)  Where  invoices  are  received  for 
less  than  the  contract  price  (s)  and  after 
coordination  between  the  accounting  and 
finance  and  base  procurement  functions, 
it  cannot  be  definitely  established  that 
the  invoiced  amount  represents  a  volun¬ 
tary  price  reduction,  the  invoice  will  be 
accepted  and  payment  made  without  ad¬ 
justment.  Under  these  circumstances, 
the  accounting  and  finance  officer  is  re¬ 
quired  to  notify  the  contractor. 

(3)  Contract  modifications  will  not  be 
written  to  reflect  the  reduced  price  paid. 
Such  modifications  serve  no  useful  pur¬ 
pose,  could  be  detrimental  to  the  Gov¬ 
ernment,  and  the  delay  involved  could 
preclude  prompt  payment  of  acceptable 
commercial  invoices. 

(b)  Advance  payments.  (See  Subchap¬ 
ter  G,  Part  82,  Subpart  D  of  this  title, 
and  §  1030.5,  Part  IV  of  this  chapter.) 

(c)  Progress  pay  merits.  (See  Sub¬ 
chapter  G,  Part  82,  Subpart  E  of  this 
title  and  §  1030.5,  Part  V  of  this  chapter.) 

(d)  Partial  payments.  Partial  pay¬ 
ments  will  be  made  according  to  the 
terms  of  the  contract. 

§  1054.3009  Losses,  damages,  or  destruc¬ 
tion  of  Government  property  in  pos¬ 
session  of  contractors  under  military 
suspense  accounting. 

See  Subpart  Y  of  this  part. 

§  1054.3010  Control  of  Government 
property  in  possession  of  contractors. 

See  §  1030.2  of  this  chapter. 

(Sec.  8012,  70A  Stat.  488;  10  U.S.C.  8012.  In¬ 
terpret  or  apply  secs.  2301-2314,  70A  Stat. 
127-133;  10  U.S.C.  2301-2314) 


PART  1055 — SPARE  PARTS 

Subpart  A — Policy  for  Procurement 
and  Delivery  of  Spare  Parts 

Subpart  A  is  deleted. 

Subpart  B — Contractual  Provisioning 
Documents 

Add  §  1055.204  as  follows: 


§  1055.204  Responsibilities  of  contract¬ 
ing  officers. 

Contracting  officers  will : 

(a)  Assure  that  the  applicable  con¬ 
tractual  provisioning  document  is  in¬ 
corporated.  by  reference  or  otherwise,  in 
affected  contracts. 

(b)  Notify  the  contractor  of  his  re¬ 
sponsibilities  under  the  provisioning 
document. 

(c)  Accomplish  the  specific  responsi¬ 
bilities  prescribed  in  the  appropriate 
provisioning  document. 

(Sec.  8012,  70A  Stat.  488;  10  U.S.C.  8012. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat 
127-133;  10  U.S.C.  2301-2314) 


PART  1057 — REPORTS 

Subpart  S — Bailed  and  Government 
Furnished  Property  Aircraft  Test  and 
Utilization  Monthly  Report  (AFPI 
Form  9) 

§  1057.1901  [Amendment] 

In  §  1057.1901,  “AMA’s”  is  changed  to 
“CMRs.” 

(Sec.  8012,  70A  Stat.  488;  10  U.S.C.  8012. 
Interpret  or  anply  secs.  2301-2314,  70A  Stat. 
127-133;  10  U.S.C.  2301-2314) 


PART  1059— AIRCRAFT  AND  GFAE 
PROCUREMENT 

Subpart  B — Use  of  Production  Aircraft 
in  Emergencies  and  Control  of 
Flight  Test  and  Demonstration 
Flights 

1.  Revise  §  1059.201(a)  to  read  as  fol¬ 
lows: 

§  1059.201  Use  of  production  aircraft 
in  emergencies. 

(a)  Definitions.  Production  aircraft 
are  any  aircraft  being  manufactured  for 
use  in  the  operational  inventory. 

2.  Section  1059.202  is  revised  as  fol¬ 
lows  : 

§  1059.202  Control  of  flight  test  and 
demonstration  flights. 

(a)  General.  In  the  interest  of  exer¬ 
cising  every  reasonable  safety  precau¬ 
tion  in  the  performance  of  flying  these 
aircraft  and  to  obviate  as  far  as  possible 
criticisms  and  complaints  from  residents 
in  areas  adjacent  to  the  airports  from 
which  these  flights  originate,  CMR  com¬ 
manders  will  establish  and  maintain  in 
current  status  such  procedures  as  they 
deem  necessary  to  assure  positive  super¬ 
vision  of  the  aircraft  under  their  respec¬ 
tive  jurisdiction.  They  will  accomplish 
frequent  and  periodic  examinations  of 
the  control  and  coordination  between 
their  activities  and  contractors  under 
their  cognizance  to  assure  that  any  de¬ 
viation  from  proven  practices  will  be 
made  the  subject  of  corrective  action. 
It  is  emphasized  to  all  military  and  con- 
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tractor  flying  personnel  operating  AP 
aircraft  or  aircraft  in  which  the  Govern¬ 
ment  has  assumed  liability  for  flight 
risks,  the  importance  of  recognizing  and 
feeling  personally  responsible  lor  the 
highest  possible  flying  safety  standards 
and  the  maintenance  of  the  good  will 
of  the  general  public. 

(b)  Policies  and  procedures.  Certain 
rules  and  principles  are  basic  in  main¬ 
taining  high  flying  safety  standards. 
Local  conditions  may  require  that  these 
basic  rules  be  implemented  with  addi¬ 
tional  and  more  detailed  instructions. 
CMR  commanders  are  urged  to  initiate 
additional  detailed  instructions  consid¬ 
ered  necessary  to  control  flights  of  air¬ 
craft  which  are  under  their  immediate 
jurisdiction  and  to  maintain  close  super¬ 
vision  over  all  such  flights  to  assure 
strict  observance  of  these  instructions. 
The  following  rules  are  mandatory : 

(1)  Test  flights  of  a  routine  nature,  not 
included  in  a  test-flight  program  ap¬ 
proved  by  the  Government  under  a  spe¬ 
cific  contract,  may  be  made  on  authority 
of  the  CMR  commander  or  his  designated 
representative. 

(2)  Demonstration  flights  will  be  per¬ 
formed  according  to  provisions  of  AFR 
60-12  (Aerial  Demonstrations). 

(3)  In  addition  to  the  authorization 
required  for  performing  flights  pursuant 
to  subparagraphs  (1)  and  (2)  of  this 
paragraph,  pilot  and  air  crew  members 
will  not  perform  flight  tests  or  demon¬ 
stration  flights  unless  so  authorized  in 
writing  by  the  CMR  commander  or  his 
designated  representative.  (Such  repre¬ 
sentative  will  be  designated  in  writing 
over  the  personal  signature  of  the  CMR 
commander.)  CMR  commanders  will 
use  prescribed  procedures  in  approving 
contractor  flight  personnel  to  assure  that 
such  personnel  are  technically  qualified 
and  have  been  certified  to  be  in  proper 
physical  condition  to  perform  the  re¬ 
quired  work. 

(4)  All  flights  will  be  conducted  ac¬ 
cording  to  AP  regulations.  Deviations 


from  these  regulations  are  prohibited 
except  as  specifically  authorized  by  com¬ 
petent  authority  for  test  flight  and/or 
demonstration  flight  purposes. 

(5)  Normally,  all  test  flying  will  be 
conducted  under  VFR  conditions  during 
the  hours  of  daylight.  However,  CMR 
commanders  may  authorize  test  and  ac¬ 
ceptance  flights  under  other  conditions 
when  deemed  necessary  to  more  effec¬ 
tively  accomplish  their  mission. 

(6)  Formation  takeoffs  are  prohibited. 
Low-altitude  flying  over  metropolitan 
and  populated  areas  and  any  attempts 
at  exhibitionism  are  prohibited.  When 
tests  require  accomplishing  low-altitude 
flying,  it  will  be  performed  over  areas 
specifically  designated  for  this  purpose. 

(7)  CMR  commanders  will  make  cer¬ 
tain  that  all  practicable  rescue  equip¬ 
ment  is  available  to  insure  safeguarding 
of  life  in  the  event  of  crash  landings  or 
ditching.  This  includes  adequate  air-sea 
rescue  service. 

(c)  Responsibility  for  adequacy  of  air¬ 
port  and  flying  facilities.  CMR  com¬ 
manders  will  insure  that  the  airport  and 
its  facilities  are  adequate  for  safe  opera¬ 
tion  of  the  aircraft  to  be  flown.  * 

(d)  Flights  requiring  escorts.  It  is  AF 
policy  that  first  flights  of  experimental 
aircraft,  first  flights  of  initial  article 
production  aircraft,  plus  such  subse¬ 
quent  flights  as  deemed  necessary,  and 
all  flights  of  any  test  aircraft  which  are 
of  a  hazardous  nature,  or  those  which 
require  observation  from  another  air¬ 
craft  to  obtain  data,  will  be  accomplished 
by  an  “observer”  aircraft. 

(Sec.  8012,  70A  Stat.  488;  10  U.S.C.  8012. 
Interpret  or  apply  secs.  2301-2314,  70A  Stat. 
127-133;  10  U.S.C.  2301-2314) 

R.  J.  Pugh, 

Colonel,  U.S.  Air  Force,  Deputy 
Director  of  Administrative 
.  Services. 

(F.R.  Doc.  60-11233;  Filed,  Dec.  6,  1960; 

8:45  a.m.] 


Title  38— PENSIONS,  BONUSES, 
AND  VETERANS’  RELIEF 

Chapter  I — Veterans  Administration 
PART  3 — VETERANS’  CLAIMS 

Additional  Disability  Compensation 
for  Certain  Seriously  Disabled 
Veterans 

In  §  3.1550,  paragraph  (c)  (2)  is 
amended  to  read  as  follows: 

§  3.1550  Additional  disability  compen¬ 
sation  for  certain  seriously  disabled 
veterans. 

•  *  *  •  * 

(c)  Effective  date.  *  *  • 

(2)  New  claims.  Claims,  formal  or 
informal,  received  on  or  after  July  14, 
1960,  will  be  considered  initial  claims  for 
the  purpose  of  this  act  and  the  effective 
date  will  be  determined  under  applicable 
laws  and  regulations  relating  to  original 
claims  but  not  earlier  than  September 
1,  1960. 

(i)  Where  a  claim  identifying  the 
benefit  sought  is  received  within  1  year 
from  September  1,  1960,  and  evidence 
of  entitlement  is  of  record  on  or  before 
September  1,  1960,  benefits  will  be  pay¬ 
able  from  September  1,  1960. 

(ii)  For  the  purpose  of  this  act,  a 
report  of  Veterans  Administration  exam¬ 
ination  or  Veterans  Administration  hos¬ 
pitalization  will  be  accepted  as  a  claim 
if  the  report  relates  to  a  disability  which 
may  establish  entitlement  to  this  benefit. 
(Instruction  1-A,  38  U.S.C.  314,  Public 
Law  86-663) 

(72  Stat.  1114;  38  U.S.C.  210) 

This  regulation  is  effective  December 
6,  1960. 

[seal]  Robert  J.  Lamphere, 
Deputy  Administrator. 

|FJR.  Doc.  60-11300;  Filed,  Dec.  5,  1960; 
8:53  a.m.] 


Proposed  Rule  Making 


DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 

[  26  CFR  (1954)  Part  1  1 

INCOME  TAX;  TAXABLE  YEARS  BE¬ 
GINNING  AFTER  DECEMBER  31, 
1953 

Taxation  of  Regulated  Investment 

Companies  and  Their  Shareholders 

Notice  is  hereby  given,  pursuant  to  the 
Administrative  Procedure  Act,  approved 
June  11,  1946,  that  the  regulations  set 
forth  in  tentative  form  below  are  pro¬ 
posed  to  be  prescribed  by  the  Commis¬ 
sioner  of  Internal  Revenue,  with  the  ap¬ 
proval  of  the  Secretary  of  the  Treasury 
or  his  delegate.  Prior  to  the  final  adop¬ 
tion  of  such  regulations,  consideration 
will  be  given  to  any  comments  or  sugges¬ 
tions  pertaining  thereto  which  are  sub¬ 
mitted  in  writing,  in  duplicate,  to  the 
Commissioner  of  Internal  Revenue,  At¬ 
tention:  T:P,  Washington  25,  D.C.,  with¬ 
in  the  period  of  30  days  from  the  date 
of  publication  of  this  notice  in  the  Fed¬ 
eral  Register.  Any  person  submitting 
written  comments  or  suggestions  who  de¬ 
sires  an  opportunity  to  comment  orally 
at  a  public  hearing  on  these  proposed 
regulations  should  submit  his  request,  in 
writing,  to  the  Commissioner  within  the 
30-day  period.  In  such  a  case,  a  public 
hearing  will  be  held,  and  notice  of  the 
time,  place,  and  date  will  be  published  in 
a  subsequent  issue  of  the  Federal  Regis¬ 
ter.  The  proposed  regulations  are  to  be 
issued  under  the  authority  contained  in 
section  7805  of  the  Internal  Revenue 
Code  of  1954  (68A  Stat.  917;  26  U.S.C. 
7805). 

[seal]  Dana  Latham, 

Commissioner  of  Internal  Revenue. 

The  Income  Tax  Regulations  (26  CFR 
Part  1 )  under  section  852  of  the  Internal 
Revenue  Code*  of  1954  are  hereby 
amended  to  reflect  the  amendment  of 
section  852  made  by  section  39  of  the 
Technical  Amendments  Act  of  1958  (72 
Stat.  1638),  to  provide  rules  for  deter¬ 
mining  whether  the  buyer  or  seller  of 
regulated  investment  company  stock 
shall  be  considered  the  shareholder  of 
such  stock,  and  to  make  a  clarifying 
change. 

Paragraph  1.  Section  1.852  is  amended 
(A)  by  adding  a  new  paragraph  (4)  at 
the  end  of  section  852  (b)  and  (B)  by 
revising  the  historical  note  at  the  end 
thereof.  These  added  and  revised  pro¬ 
visions  read  as  follows : 

§  1.852  Statutory  provisions;  taxation 
of  regulated  investment  companies 
and  their  shareholders. 

Sec.  852.  Taxation  of  regulated  invest¬ 
ment  companies  and  their  shareholders.  *  •  • 

(b)  Method  of  taxation  of  companies  and 
shareholders.  •  •  • 

(4)  Loss  on  sale  or  exchange  of  stock  held 
less  than  31  days.  If — 
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(A)  Under  subparagraph  (B)  or  (D)  of 
paragraph  (3)  a  shareholder  of  a  regulated 
investment  company  Is  required,  with  re¬ 
spect  to  any  share,  to  treat  any  amount  as 
a  long-term  capital' gain,  and 
.  ( B  i  Such  share  Is  held  by  the  taxpayer  for 
less  than  31  days,  then  any  loss  on  the  sale 
or  exchange  of  such  share  shall,  to  the  ex¬ 
tent  of  the  amount  described  In  subpara¬ 
graph  (A)  of  this  paragraph,  be  treated  as 
loss  from  the  sale  or  exchange  of  a  capital 
asset  held  for  more  than  6  months.  For 
purposes  of  this  paragraph,  the  rules  of 
section  246(c)  (3)  shall  apply  In  determining 
whether  any  share  of  stock  has  been  held 
for  less  than  31  days;  except  that  “30  days’* 
shall  be  substituted  for  the  number  of  days 
specified  in  subparagraph  (B)  of  section 
246(c) (3). 

*  •  *  *  * 

(Sec.  852  as  amended  by  sec.  2,  Act  of  July 
11,  1956  (Pub.  Law  700,  84th  Cong.,  70  Stat. 
530);  secs.  39,  101,  Technical  Amendments 
Act  1958  (72  Stat.  1638,  1674) ) 

Par.  2.  Section  1.852-4  is  amended 
(A)  by  adding  a  new  subdivision  (iv)  at 
the  end  of  paragraph  (b)(2)  and  <B) 
by  adding  a  new  paragraph  (d)  at  the 
end  of  such  section.  These  added  pro¬ 
visions  read  as  follows: 

§  1.852—4  Method  of  taxation  of  share¬ 
holders  of  regulated  investment 
companies. 

*  *  *  *  * 

<b)  Capital  gains.  *  •  * 

(2)  Undistributed  capital  gains.  *  *  * 
(iv)  For  purposes  of  ,  determining 
whether  the  purchaser  or  seller  of  a 
share  or  regulated  investment  com¬ 
pany  stock  is  the  shareholder  at  the 
close  of  such  company’s  taxable  year  who 
is  required  to  include  an  amount  of  un¬ 
distributed  capital  gains  in  gross  in¬ 
come,  the  amount  of  the  undistributed 
capital  gains  shall  be  treated  in  the  same 
manner  as  a  cash  dividend  payable  to 
shareholders  of  record  at  the  close  of 
the  company’s  taxable  year.  Thus,  if  a 
cash  dividend  paid  to  shareholders  of 
record  as  of  the  close  of  the  regulated 
investment  company’s  taxable  year 
would  be  considered  income  to  the  pur¬ 
chaser,  then  the  purchaser  is  also  con¬ 
sidered  to  be  the  shareholder  of  such 
company  at  the  close  of  its  taxable  year 
for  purposes  of  including  an  amount  of 
undistributed  capital  gains  in  gross  in¬ 
come.  For  rules  for  determining  whether 
a  dividend  is  income  to  the  purchaser  or 
seller  of  a  share  of  stock,  see  paragraph 
(c)  of  §  1.61-9. 

***** 

(d)  Special  treatment  of  loss  on  the 
sale  or  exchange  of  regulated  investment 
company  stock  held  less  than  31  days — 

(1)  In  general.  Under  section  852(b) 
(4),  if  any  person,  with  respect  to  a 
share  of  regulated  investment  company 
stock  acquired  by  such  person  after 
December  31, 1957,  and  held  for  a  period 
of  less  than  31  days,  is  required  by  sec¬ 
tion  852(b)  (3)  (B)  or  (D)  to  include  in 
gross  income  as  a  gain  from  the  sale  or 
exchange  of  a  capital  asset  held  for  more 
than  six  months — 


(1)  The  amount  of  a  capital  gain  div¬ 
idend,  or 

(ii)  An  amount  of  undistributed  capi¬ 
tal  gains, 

then  such  person  shall,  to  the  extent  of 
such  amount,  treat  any  loss  on  the  sale 
or  exchange  of  such  share  of  stock  as  a 
loss  from  the  sale  or  exchange  of  a  capi¬ 
tal  asset  held  for  more  than  6  months. 
Such  special  treatment  with  respect  to 
the  sale  of  regulated  investment  com¬ 
pany  stock  held  for  a  period  of  less  than 
31  days  is  applicable  to  losses  for  taxable 
years  ending  after  December  31,  1957. 

(2)  Determination  of  holding  period. 
The  rules  contained  in  section  246(c) 
(3)  (relating  to  the  determination  of 
holding  periods  for  purposes  of  the  de¬ 
duction  for  dividends  received)  shall  be 
applied  in  determining  whether,  for  pur¬ 
poses  of  section  852(b)  (4)  and  this  par¬ 
agraph,  a  share  of  regulated  investment 
company  stock  has  been  held  for  a  period 
of  less  than  31  days.  In  applying  those 
rules,  however,  “30  days”  shall  be  sub¬ 
stituted  for  the  number  of  days  specified 
in  subparagraph  (B)  of  section  246(c) 

(3). 

(3)  Example.  The  application  of  sec¬ 
tion  852(b)  (4)  and  this  paragraph  may 
be  illustrated  by  the  following  example: 

Example.  On  December  15,  1958,  A  pur¬ 
chased  a  share  of  stock  In  the  X  regulated 
investment  company  for  $20.  The  X  regu¬ 
lated  Investment  company  declared  a  capi¬ 
tal  gain  dividend  of  $2  per  share  to  share¬ 
holders  of  record  on  December  31,  1958.  A, 
therefore,  received  a  capital  gain  dividend 
of  $2  which,  pursuant  to  section  852(b)(3) 
(B),  he  must  treat  as  a  gain  from  the  sale 
or  exchange  of  a  capital  asset  held  for  more 
than  6  months.  On  January  5,  1959,  A  sold 
his  share  of  stock  in  the  X  regulated  in¬ 
vestment  company  for  $17.50,  which  sale 
resulted  in  a  loss  of  $2.50.  Under  section 
852(b)  (4)  and  this  paragraph,  A  must  treat 
$2  of  such  loss  (an  amount  equal  to  the 
capital  gain  dividend  received  with  respect 
to  such  share  of  stock)  as  a  loss  from  the 
sale  or  exchange  of  a  capital  asset  held  for 
more  than  6  months. 

Par.  3.  Paragraph  (a)(1)  of  §  1.852-9 
is  amended  to  read  as  follows: 

§  1.852—9  Special  procedural  require¬ 
ments  applicable  to  designation 
under  section  852(b)  (3)  (D). 

(a,)  Regulated  investment  company— 
(1)  Notice  to  shareholder.  A  designa¬ 
tion  of  undistributed  bapital  gains  under 
section  852(b)  (3)  (D)  and  paragraph 
(b)  (2)  (i)  of  §  1.852-2  shall  be  made  by 
notice  on  Form  2439  mailed  by  the  regu¬ 
lated  investment  company  to  each  per¬ 
son  who  is  a  shareholder  of  record  of 
the  company  at  the  close  of  the  com¬ 
pany’s  taxable  year.  The  notice  on  Form 
2439  shall  show  the  name  and  address 
of  the  regulated  investment  company, 
the  taxable  year  of  the  company  for 
which  the  designation  is  made,  the  name 
and  address  of  the  shareholder,  the 
amount  designated  by  the  company  for 
inclusion  by  the  shareholder  in  comput¬ 
ing  his  long-term  capital  gains,  and  the 
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Tuesday,  December  6,  I960 

<ax  paid  with  respect  thereto  by  the 
company,  which  tax  is  deemed  to  have 
been  paid  by  the  shareholder.  Form 
2439  shall  be  prepared  in  triplicate,  and 
copies  B  and  C  of  the  form  shall  be 
mailed  to  the  shareholder  on  or  before 
the  30th  day  following  the  close  of  the 
company’s  taxable  year.  Copy  A  of  each 
Form  2439  must  be  associated  with  the 
undistributed  capital  gains  tax  return  of 
the  company  (Form  2438),  as  provided 
in  subparagraph  (2)  of  this  paragraph. 

|FR  Doc.  60-11307;  Filed,  Dec.  5,  1960; 
1  8:55  a.m.| 


DEPARTMENT*  OF  AGRICULTURE 

Agricultural  Marketing  Service 

[  7  CFR  Part  936  1 

FRESH  BARTLETT  PEARS,  PLUMS,  AND 
ELBERTA  PEACHES  GROWN  IN 
CALIF6RNIA 

Order  Directing  That  a  Referendum  Be 
Conducted;  Designation  of  Refer¬ 
endum  Agents  To  Conduct  Such 
Referendum;  and  Determination 
of  Representative  Period 

Pursuant  to  the  applicable  provisions 
of  Marketing  Agreement  No.  85,  as 
amended,  and  Order  No.  36,  as  amended 
(7  CFR  Part  936),  and  the  applicable 
provisions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended 
(Secs.  1-19,  48  Stat.  31,  as  amended;  7 
U.S.C.  601-674) ,  it  is  hereby  directed  that 
a  referendum  be  conducted  during  the 
2-month  period  of  December  1960  and 
January  1961,  among  the  producers  who, 
during  the  current  marketing  season 
beginning  on  March  1,  1960  (which  pe¬ 
riod  is  hereby  determined  to  be  a  repre¬ 
sentative  period  for  the  purposes  of  such 
referendum) ,  were  engaged,  in  the  State 
of  California,  in  the  production  of  fruit 
covered  by  the  said  amended  marketing 
agreement  and  order  (as  the  term 
“Fruit”  is  therein  defined)  for  shipment 
in  fresh  form  to  determine  whether  the 
producers  of  a  particular  fruit  favor  the 
termination  of  the  said  amended  mar¬ 
keting  agreement  and  order  as  to  such 
fruit.  Oscar  H.  Chapin,  W.  B.  Black¬ 
burn,  and  David  B.  Fitz,  of  the  Fruit  and 
Vegetable  Division,  Agricultural  Market¬ 
ing  Service,  United  States  Department 
of  Agriculture,  are  hereby  designated  as 
agents  of  the  Secretary  of  Agriculture  to 
perform,  jointly  or  severally,  the  follow¬ 
ing  functions  in  connection  with  the 
referendum ; 

(a)  Conduct  said  referendum  in  the 
manner  herein  prescribed: 

(1)  By  determining  the  time  of  com¬ 
mencement  and  termination  of  the 
period  of  the  referendum,  and  by  giving 
opportunity  to  each  of  the  aforesaid  pro¬ 
ducers  to  cast  his  ballot,  in  the  manner 
herein  authorized,  relative  to  the  afore¬ 
said  termination  of  the  amended  mar¬ 
keting  agreement  and  order,  on  a  copy 
of  the  appropriate  ballot  form.  A  coop¬ 
erative  association  of  such  producers, 
bona  fide  engaged  in  marketing  any  such 
fruit  or  in  rendering  services  for  or  ad¬ 
vancing  the  interests  of  the  producers  of 


such  fruits,  may  vote  for  the  producers 
who  are  members  of,  stockholders  in,  or 
under  contract  with,  such  cooperative 
association  (such  vote  to  be  cast  on  a 
copy  of  the  appropriate  ballot  form) ; 
and  the  vote  of  such  cooperative  associa¬ 
tion  shall  be  considered  as  the  vote  of 
such  producers. 

(2)  By  giving  public  notice,  as  pre¬ 
scribed  in  (a)  (3)  hereof,  (i)  of  the  time 
during  which  the  referendum  will  be 
conducted,  (ii)  that  any  ballot  may  be 
cast  by  mail,  and  (iii)  that  all  ballots  so 
cast  must  be  addressed  to  the  Western 
Marketing  Field  Office,  Fruit  and  Vege¬ 
table  Division,  Room  302,  701  K  Street, 
Sacramento  14,  California,  and  the  time 
prior  to  which  such  ballots  must  be 
received  at  such  office. 

(3)  By  giving  public  notice  (i)‘  by 
utilizing  available  agencies  of  public  in¬ 
formation  (without  advertising  ex¬ 
pense),  including  both  press  and  radio 
facilities  in  the  State  of  California;  (ii) 
by  mailing  a  notice  thereof  (including  a 
copy  of  the  appropriate  ballot  form)  to 
each  such  cooperative  association  and  to 
each  producer  whose  name  and  address 
are  known;  and  (iii)  by  each  other 
means  as  said  referendum  agent  may 
deem  advisable. 

<4)  By  conducting  meetings  of  pro¬ 
ducers  and  arranging  for  balloting  at  the 
meeting  places,  if  said  referendum 
agents  determine  that  voting  shall  be  at 
meetings.  At  each  such  meeting,  bal¬ 
loting  shall  continue  until  all  of  the 
producers  who  are  present,  and  who  de¬ 
sire  to  do  so,  have  had  an  opportunity 
to  vote.  Any  producer  may  cast  his 
ballot  at  any  such  meeting  in  lieu  of 
voting  by  mail. 

(5)  By  giving  ballots  to  producers  at 
the  meeting,  and  receiving  any  ballots 
when  they  are  cast. 

( 6 )  By  securing  the  name  and  address 
of  each  person  casting  a  ballot,  and  in¬ 
quiring  into  the  eligibility  of  such  per¬ 
son  to  vote  in  the  referendum. 

(7)  By  giving  public  notice  of  the 
time  and  place  of  each  meeting  author¬ 
ized  hereunder  by  posting  a  notice 
thereof,  at  least  two  days  in  advance  of 
each  such  meeting,  at  each  such  meeting 
place,  and  in  two  or  more  public  places 
within  the  applicable  area;  and,  so  far 
as  may  be  practicable,  by  giving  addi¬ 
tional  notice  in  the  manner  prescribed 
in  paragraph  (a)  (3)  hereof. 

<8)  By  appointing  any  persons 
deemed  necessary  or  desirable,  to  as¬ 
sist  the  said  referendum  agents  in  per¬ 
forming  their  duties  hereunder.  Each 
such  person  so  appointed  shall  serve 
without  compensation  and  may  be  au¬ 
thorized,  by  the  said  referendum  agents 
to  perform  any  or  all  of  the  functions 
set  forth  in  paragraphs  (a)  (5),  (6), 
(7),  and  (8),  hereof  (which,  in  the  ab¬ 
sence  of  such  appointment  of  subagents, 
shall  be  performed  by  said  referendum 
agents)  in  accordance  with  the  require¬ 
ments  herein  set  forth;  and  shall 
forward  to  the  Western  Marketing  Field 
Office,  Fruit  and  Vegetable  Division, 
Room  302,  701  K  Street,  Sacramento 
14,  California,  immediately  after  the 
close  of  the  referendum,  the  following: 

(i)  A  register  containing  the  name 
and  address  of  each  producer  to  whom 
a  ballot  form  was  given ; 


(ii)  A  register  containing  the  name 
and  address  of  each  producer  from 
whom  an  executed  ballot  was  received; 

(iii)  All  of  the  ballots  received  by  the 
respective  referendum  agents  in  connec¬ 
tion  with  the  referendum,  together  with 
a  certificate  to  the  effect  that  the  ballots 
forwarded  are  all  of  the  ballots  cast  and 
which  were  received  by  the  respective 
agents  during  the  referendum  period; 

(iv)  A  statement  showing  when  and 
v.here  each  notice  of  referendum  posted 
by  said  agent  was  posted  and,  if  the  no¬ 
tice  was  mailed  to  producers,  the  mailing 
lrt  showing  the  names  and  addresses 
to  which  the  notice  was  mailed  and  the 
time  of  such  mailing;  and 

(v)  A  detailed  statement  reciting  the 
method  used  in  giving  publicity  to  such 
referendum. 

(b)  Upon  receipt  by  the  said  Western 
Marketing  Field  Office  of  all  ballots  cast 
in  accordance  with  the  provisions  hereof, 
Oscar  H.  Chapin,  W.  B.  Blackburn,  or 
David  B.  Fitz,  shall:  (i)  Canvas  the  bal¬ 
lots  and  prepare  and  submit  to  the  Secre¬ 
tary  a  detailed  report  covering  the 
results  of  the  referendum,  the  manner 
in  which  the  referendum  was  conducted, 
the  extent  and  kind  of  public  notice 
given,  and  all  other  information  perti¬ 
nent  to  the  full  analysis  of  the  refer¬ 
endum  and  its  results;  and  (ii)  Forward 
such  report,  together  with  the  ballots 
and  other  information  and  data,  to  the 
Fruit  and  Vegetable  Division,  Agricul¬ 
tural  Marketing  Service,  United  States 
Department  of  Agriculture,  Washington 
25,  D.C. 

(c>  Each  referendum  agent  and  ap¬ 
pointees  pursuant  thereto  shall  not 
refuse  to  accept  a  ballot  submitted  or 
cast;  but  should  they,  or  any  of  them, 
deem  that  a  ballot  should  be  challenged 
for  any  reason,  or  if  such  ballot  is  chal¬ 
lenged  by  any  other  person,  said  agent 
or  appointee  shall  endorse  above  his 
signature,  on  the  back  of  said  ballot,  a 
statement  that  such  ballot  was  chal¬ 
lenged,  by  whom  challenged,  and  the 
reasons  therefor;  and  the  number  of 
such  challenged  ballots  shall  be  stated 
when  they  are  forwarded  as  provided 
herein. 

<d)  All  ballots  shall  be  treated  as 
confidential. 

The  Director  of  the  Fruit  and  Vege¬ 
table  Division,  Agricultural  Marketing 
Service,  United  States  Department  of 
Agriculture,  is  hereby  authorized  to  pre¬ 
scribe  additional  instructions,  not  incon¬ 
sistent  with  the  provisions  hereof,  to 
govern  the  procedure  to  be  followed  by 
the  said  referendum  agents  and  ap¬ 
pointees  in  conducting  said  referendum. 

Copies  of  the  text  of  the  aforesaid 
amended  marketing  agreement  and  or¬ 
der.  and  of  this  order,  may  be  examined 
in  the  Office  cf  the  Hearing  Clerk, 
United  States  Department  of  Agricul¬ 
ture,  Room  112,  Administration  Building, 
Washington  25,  D.C.,  at  the  offices  of  the 
Field  Representatives,  Fruit  and  Vege¬ 
table  Division,  Agricultural  Marketing 
Service,  Room  302,  701  K  Street,  Sacra¬ 
mento  14.  California,  or  at  the  office  of 
the  California  Tree  Fruit  Agreement, 
1515  Ninth  Street,  Sacramento, 
California. 

Ballots  to  be  cast  in  the  referendum, 
and  other  necessary  forms  and  instruc- 
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tions,  may  be  obtained  at  said  offices  of 
the  Field  Representatives,  or  from  any 
referendum  agent  or  any  appointee 
hereunder. 

(Secs.  1-19,  48  Stat.  31.  as  amended;  7 
U.S.C.  601-674) 

Dated;  November  30, 1960. 

Clarence  L.  Miller, 
Assistant  Secretary. 

|F.R.  Doc.  60-11293;  Filed,  Dec.  5,  I960; 
8:53  a.m.] 


[  7  CFR  Part  965  1 

[Docket  No.  AO-166-A25] 

MILK  IN  CINCINNATI,  OHIO,  MAR¬ 
KETING  AREA  AND  15  NORTHERN 
KENTUCKY  COUNTIES 

Notice  of  Recommended  Decision  and 
Opportunity  To  File  Written  Excep¬ 
tions  on  Proposed  Amendments 
to  Tentative  Marketing  Agreement 
and  to  Order 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601  et  seq.), 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  notice  is  hereby 
given  of  the  filing  with  the  Hearing 
Clerk  of  this  recommended  decision  of 
the  Deputy  Administrator,  Agricultural 
Marketing  Service,  United  State  Depart¬ 
ment  of  Agriculture,  with  respect  to  pro¬ 
posed  amendments  to  the  tentative  mar¬ 
keting  agreement  and  order  regulating 
the  handling  of  milk  in  the  Cincinnati, 
Ohio,  marketing  area  (consideration  was 
given  to  the  alternative  of  issuing  a  sep¬ 
arate  order  to  regulate  the  handling  of 
milk  in  15  Northern  Kentucky  Counties) . 
Interested  parties  may  file  written  ex¬ 
ceptions  to  this  decision  with  the  Hear¬ 
ing  Clerk,  United  States  Department  of 
Agriculture,  Washington,  D.C.,  not  later 
than  the  close  of  business  the  20th  day 
after  publication  of  this  decision  in  the 
Federal  Register.  The  exceptions 
should  be  filed  in  quadruplicate. 

Preliminary  statement.  The  hearing 
on  the  record  of  which  the  proposed 
amendments,  as  hereinafter  set  forth,  to 
the  tentative  marketing  agreement  and 
to  the  order,  were  formulated,  was  con¬ 
ducted  at  Cincinnati,  Ohio,  on  July  12- 
15,  1960,  pursuant  to  notice  thereof 
which  was  issued  on  June  22,  1960  (25 
F.R. 5882) . 

The  material  issues  on  the  record  of 
the  hearing  relate  to : 

1.  Regulation  of  certain  counties  in 
Northern  Kentucky  by  (a)  addition  to 
the  Cincinnati  marketing  area,  or  (b) 
the  issuance  of  a  separate  order;  and  the 
deletion  of  part  of  Clermont  County, 
Ohio,  from  the  marketing  area; 

2.  Basic  formula  price; 

3.  Classification; 

4.  Location  adjustments; 

5.  Transfers; 

6.  Allocation  of  packaged  Class  I  re¬ 
ceipts  from  other  Federal  orders ; 

7.  Shrinkage; 

8.  Diversion  of  producer  milk; 


9.  Payments  by  handlers  operating 
nonpool  fluid  milk  plants;  and 

10.  Seasonal  incentive  payments. 

Issue  number  10  was  considered  sep¬ 
arately  in  a  decision  issued  by  the  As¬ 
sistant  Secretary  on  September  13,  1960 
<25  F.R.  8909).  The  remaining  issues 
are  considered  herein. 

Findings  and  conclusions.  The  fol¬ 
lowing  findings  and  conclusions  on  the 
material  issues  are  based  on  evidence 
presented  at  the  hearing  and  the  record 
thereof : 

1.  Marketing  area.  The  marketing 
area  should  be  expanded  to  include  the 
Kentucky  counties  of  Boone,  Kenton, 
Campbell,  Pendleton,  Grant  and  Harri¬ 
son,  and  the  redefined  area  should  be  re¬ 
named  the  “Greater  Cincinnati  Market¬ 
ing  Area’’. 

The  Cincinnati  Milk  Sales  Association 
proposed  that  the  marketing  area  be  ex¬ 
panded  to  include  Mason,  Boone,  Kenton, 
and  Campbell  Counties,  all  in  Kentucky. 
As  an  alternative,  the  proponent  associ¬ 
ation  proposed  the  four  counties  as  the 
marketing  area  of  a  new  and  separate 
Federal  order.  The  majority  of  handlers 
operating  plants  located  in  Northern 
Kentucky  opposed  regulation  for  the 
area  but  proposed  that  if  any  of  the  four 
counties  were  included  in  the  marketing 
area  of  any  Federal  order,  the  regulation 
should  be  extended  to  include  eleven  ad¬ 
ditional  Kentucky  counties;  namely, 
Gallatin,  Carroll,  Owen,  Grant,  Pendle¬ 
ton,  Harrison,  Bracken,  Robertson, 
Fleming,  Nicholas,  and  Lewis  (except 
Magisterial  Districts  2,  3  and  8).  The 
inclusion  in  the  Cincinnati  marketing 
area  of  Kenton,  Campbell  and  Boone 
Counties  was  considered  at  a  previous 
hearing  held  during  September  1958. 

Although  the  Assistant  Secretary,  in  a 
decision  issued  April  10, 1959,  found  that 
the  order  should  not  be  expanded  on  the 
record  of  that  hearing,  the  present  rec¬ 
ord  indicates  the  desirability  of  adding 
a  portion  of  the  Northern  Kentucky  area 
to  the  Cincinnati  marketing  area  at  this 
time. 

In  contrast  to  the  previous  record  on 
this  matter  the  present  record  shows : 

1.  Conditions  of  milk  market  instabil¬ 
ity  now  present  in  the  market  not  present 
at  the  time  of  the  previous  hearing; 

2.  A  higher  degree  of  interrelationship 
in  milk  marketing  between  the  existing 
Cincinnati  portion  of  the  marketing  area 
and  the  Northern  Kentucky  portion  in 
terms  of  both  procurement  and  distribu¬ 
tion  of  milk  and  milk  products;  and 

3.  Substantially  greater  support  for 
the  order  among  dairy  farmers  who  ship 
to  Northern  Kentucky  handlers  as  evi¬ 
denced  by  the  increased  membership  of 
such  dairy  farmers  in  the  cooperative  as¬ 
sociation  which  supported  the  proposal. 

The  largest  concentration  of  popula¬ 
tion  within  the  entire  15-County  area 
proposed  for  regulation  lies  within 
Boone,  Kenton  and  Campbell  Counties 
(commonly  referred  to  as  the  Tri-County 
area) .  The  1960  population  estimate  of 
the  Tri-County  area  is  227,387;  the  popu¬ 
lation  estimate  of  the  six  counties  pro¬ 
posed  herein  for  regulation  is  259,714; 
and  the  estimate  for  the  entire  15  coun¬ 
ties  proposed  by  interested  parties  is 
338,112  (Official  notice  is  hereby  taken 


of  preliminary  population  totals,  i960 
Census  of  Population,  United  States  De¬ 
partment  of  Commerce) .  The  Tri- 
Counties  are  separated  from  Hamilton 
County,  Ohio,  within  which  the  city  of 
Cincinnati  is  located  by  the  Ohio  River 
The  two  largest  cities  of  Northern  Ken¬ 
tucky,  Newport  and  Covington,  are  lo¬ 
cated  in  Campbell  and  Kenton  Counties 
respectively,  which  the  United  States 
Department-  of  Commerce  includes  as 
part  of  the  Cincinnati  metropolitan  area. 

The  handling  of  milk  in  the  six  coun¬ 
ties  herein  proposed  to  be  part  of  the 
Cincinnati  marketing  area  is  in  the  cur¬ 
rent  of  interstate  commerce  or  directly 
burdens,  obstructs,  or  affects  interstate 
commerce  in  milk  an&  its  products. 
Packaged  fluid  milk  products  and  manu¬ 
factured  milk  products  from  plants  lo¬ 
cated  in  Ohio  are  regularly  distributed 
in  the  six-county  area.  Manufactured 
dairy  products  regularly  move  from 
plants  located  in  the  six -county  area  into 
the  present  Cincinnati,  Ohio,  market¬ 
ing  area.  Milk  from  farms  located 
within  Northern  Kentucky  is  regularly 
supplied  to  milk  plants  located  therein 
and  to  plants  located  in  Cincinnati. 

Marketing  conditions  in  the  area  are 
such  that  order  regulation  of  the  han¬ 
dling  of  milk  in  the  area  will  tend  to 
effectuate  the  declared  policy  of  the  Act, 
and  the  expansion  of  the  Cincinnati, 
Ohio,  marketing  area,  rather  than  the 
promulgation  of  a  new  order,  will  more 
appropriately  contribute  to  market  sta¬ 
bility  and  reflect  the  intent  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937. 

The  majority  of  farmers  who  regularly 
deliver  milk  to  fluid  plants  primarily 
serving  the  six  counties  proposed  for 
regulation  are  members  of  the  proponent 
association.  Dairy  farmers  whose  farms 
are  located  in  the  same  Kentucky  areas 
who  are  also  members  of  the  proponent 
association,  but  who  deliver  to  fluid  milk 
plants  located  across  the  Ohio  River  in 
Cincinnati,  receive  classified  prices  for 
their  milk  as  determined  by  the  terms 
of  the  Cincinnati  order.  The  dairy 
fanners  delivering  to  Northern  Kentucky 
plants  receive  prices  for  their  m’lk  which 
are  based  on  Cincinnati  order  uniform 
prices  regardless  of  the  use  for  which 
it  is  disposed.  Fluid  milk  plants  located 
in  Northern  Kentucky  have  a  high  Class 
I  utilization  as  compared  with  the  mar¬ 
ketwide  utilization  of  handlers  regulated 
under  the  terms  of  the  order.  Hence,  the 
operators  of  Northern  Kentucky  plants, 
on  the  average,  pay  less  for  Class  I  milk 
than  do  Cincinnati  regulated  handlers. 
This  has  resulted  in  market  instability 
in  that  at  least  some  Northern  Kentucky 
handlers  are  paying  less  than  the  use 
value  of  milk  received  from  dairy 
farmers. 

Some  handlers  operating  plants  in  the 
area  will  not  permit  agents  of  the  pro¬ 
ponent  association  to  check  weights  and 
butterfat  content  of  deliveries  of  mem¬ 
bers’  milk.  This  situation  has  caused 
dissatisfaction  and  contributed  to  market 
instability  since  the  members  have  no 
way  of  establishing  that  they  are  re¬ 
ceiving  payment  based  cn  accurate 
weights  and  butterfat  tests.  The  estab¬ 
lishment  of  order  regulation  for  the  pro- 
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posed  area  would  provide  a  means  of 
insuring  accurate  weights  and  butterfat 
tests  of  milk. 

The  sanitary  requirements  applicable 
for  Grade  A  milk  produced  for  distribu¬ 
tion  in  Cincinnati  and  those  for  Grade  A 
milk  distributed  in  Northern  Kentucky 
are  patterned  according  to  the  same 
United  States  Public  Health  Ordinance 
and  Code.  Class  I  milk  from  one  plant 
located  in  Cincinnati  is  being  distributed 
throughout  the  Northern  Kentucky  area, 
and  three  Cincinnati  plants  are  approved 
to  distribute  milk  into  Covington, 
Kentucky. 

In  addition,  official  notice  is  taken  of 
the  fact  that  one  handler,  who  operated 
distribution  plants  in  both  the  present 
marketing  area  and  in  Northern  Ken¬ 
tucky,  has  closed  the  Northern  Kentucky 
plant  since  the  hearing  and  has  trans¬ 
ferred  the  producers  to  its  Cincinnati 
plant.  The  milk  which  is  distributed  in 
Northern  Kentucky  by  this  handler  is 
now  bottled  in  Cincinnati.  One  handler 
operating  a  plant  located  in  Newport  has 
a  permit  from  Cincinnati  health  authori¬ 
ties  to  distribute  Class  I  milk  in  Cin¬ 
cinnati.  Two  Northern  Kentucky  plants 
have  permits  to  sell  ice  crearn  and  ice 
cream  mix  made  from  Grade  A  milk  in 
Cincinnati. 

At  the  time  of  the  hearing  two 
handlers  operating  Cincinnati  pool 
plants  '  also  operated  nearby  nonpool 
plants  from  which  Class  I  milk  is  dis¬ 
tributed  in  unregulated  areas  contiguous 
to  the  Cincinnati  marketing  area,  in¬ 
cluding  Northern  Kentucky.  The  non¬ 
pool  plant  of  one  of  these  handlers  is 
located  in  Newport,  Kentucky,  and  the 
nonpool  plant  of  the  other  is  located  in 
Wilmington,  Ohio.  A  third  handler,  who 
operates  a  pool  plant  located  in  Cin¬ 
cinnati,  has  a  bottling  arrangement  with 
a  nonregulated  plant  in  Northern  Ken¬ 
tucky  whereby  milk  is  packaged  for  the 
regulated  handler  at  the  unregulated 
plant  and  distributed  in  Northern  Ken¬ 
tucky.  These  arrangements  have  con¬ 
tributed  to  instability.  The  possibility 
of  other  handlers  making  similar  ar¬ 
rangements  is  always  present  under 
existing  conditions.  The  proposed  ex¬ 
pansion  will  eliminate  any  incentive  for 
handlers  to  so  arrange  their  operations 
primarily  to  avoid  pooling  their  Class  I 
sales. 

Milk  from  the  same  Northern  Ken¬ 
tucky  farms  is  marketed  at  times  to 
Northern  Kentucky  plants  and  at  times 
to  Cincinnati  pool  plants.  The  dairy 
farmers  whose  milk  is  so  moved  hold 
permits  issued  by  Kentucky  and  Cin¬ 
cinnati  authorities.  It  was  estimated 
that  the  total  number  of  dairy  farmers 
who  ship  to  plants  which  will  be  regu¬ 
lated  pursuant  to  the  area  expansion 
recommended  herein  was  about  560.  Of 
this  total  about  120  bulk  tank  shippers 
who  are  members  of  the  proponent  asso¬ 
ciation  and  about  55  can  shippers  hold 
permits  issued  by  the  two  authorities. 
Accordingly,  it  can  be  estimated  that,  at 
times,  the  production  of  between  25  and 
30  percent  of  dairy  farmers  shipping  to 
Northern  Kentucky  plants  is  carried  by 
the  Cincinnati  pool.  This  volume  of 
milk  added  to  the  Cincinnati  pool  de¬ 
presses  Cincinnati  uniform  prices  and 
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also  prices  paid  by  Northern  Kentucky 
plants  since  these  plants  usually  base 
their  prices  for  milk  on  the  Cincinnati 
uniform  prices. 

There  are  eleven  distributing  plants 
located  within  the  fifteen  Kentucky 
counties  which  were  originally  proposed 
for  regulation.  Of  these,  nine  are  located 
in  the  Tri-County  area  and  most  of  the 
milk  packaged  in  Northern  Kentucky  is 
processed  at  these  nine  plants.  Approxi¬ 
mately  560  dairy  farmers  supply  these 
nine  plants.  Of  the  two  plants  outside 
the  Tri-Counties,  one  is  located  in  Mason 
County  and  the  other  in  Carroll  County. 
The  two  plants  receive  milk  from  about 
30  and  10  dairy  farmers,  respectively. 

Most  of  the  handlers  whose  plants  are 
located  in  the  Tri-Counties  did  not  sup¬ 
port  the  inclusion  of  the  counties  to  the 
southeast  of  the  Tri-Counties;  namely, 
Mason,  Bracken,  Lewis,  Fleming,  Nicho¬ 
las  and  Robertson.  However,  one  han¬ 
dler  who  operates  a  bottling  plant  in 
Cincinnati,  as  well  as  one  in  the  Tri- 
Counties,  did  support  the  inclusion  of  the 
southeastern  counties. 

The  handler  operating  the  plant  lo¬ 
cated  in  Mason  County  is  the  major  dis¬ 
tributor  of  Class  I  milk  in  that  county 
but  does  not  distribute  milk  in  the  more 
densely  populated  Tri -County  area. 
Routes  from  this  plant  extend  only  into 
the  predominantly  rural  counties  of 
Bracken,  Robertson,  Fleming,  and  Lewis. 
Milk  from  two  other  plants  located  in 
Ohio  outside  of  the  present  marketing 
area  of  the  Cincinnati  order  is  also  dis¬ 
tributed  within  parts  of  these  four  coun¬ 
ties.  Handlers  whose  plants  are  regu¬ 
lated  by  the  Louisville-Lexington  order 
distribute  milk  in  Nicholas  and  Fleming 
Counties.  Only  one  handler  whose  plant 
is  located  in  the  Tri-County  area  dis¬ 
tributes  milk  into  Bracken,  Robertson, 
Fleming,  Nicholas  and  Lewis  Counties. 
The  record  does  not  disclose  what  portion 
of  the  milk  disposed  of  in  these  counties 
is  distributed  from  this  handler’s  plant, 
from  unregulated  plants  located  in  Ohio 
or  from  plants  regulated  under  the  terms 
of  the  Louisville-Lexington  order. 

Most  of  the  Class  I  sales  in  Carroll 
County  are  made  by  a  handler  whose 
plant  is  located  therein  and  who  does 
not  distribute  milk  in  any  other  county. 
The  record  is  not  clear  as  to  whether 
plants  located  in  Northern  Kentucky  sell 
most  of  the  Class  I  milk  distributed  in 
Gallatin  and  Owen  Counties.  A  handler 
whcse  plant  is  located  in  Indiana  testi¬ 
fied  that  he  was  the  major  distributor 
in  these  counties,  whereas  another  wit¬ 
ness  testified  that  Northern  Kentucky 
handlers  were  the  major  distributors  in 
tfie  two  counties. 

Tri-County  handlers  distribute  the 
major  portion  of  Class  I  milk  sold  in  the 
Tri-Counties  and  in  Pendleton,  Grant 
and  Harrison  Counties.  Accordingly, 
regulation  should  be  expanded  to  in¬ 
clude  the  handling  of  milk  in  these 
counties.  They  cover  most  of  the  sales 
area  served  by  the  plants  which  will  be 
fully  regulated  hereunder.  Any  larger 
marketing  area  would  involve  regulation 
of  plants  not  primarily  engaged  in  serv¬ 
ing  those  counties  which  are  the  major 
market  for  handlers  whose  plants  are 
located  in  the  Tri-Counties. 


Under  the  terms  of  the  order,  fluid 
milk  plants  located  outside  the  market¬ 
ing  area  are  defined  as  pool  plants  if 
not  less  than  10  percent  of  Class  I  route 
disposition  is  disposed  of  within  the  mar¬ 
keting  area.  Northern  Kentucky  han¬ 
dlers  whose  plants  will  become  pool 
plants  proposed  that,  should  regulation 
be  expanded  to  include  parts  of  Northern 
Kentucky,  the  order  should  provide  for 
the  pooling  of  any  plant  from  which  one 
quart  or  more  of  Class  I  milk  is  disposed 
of  in  the  marketing  area. 

Only  those  fluid  milk  plants  from 
which  a  substantial  proportion  of  Class  I 
sales  are  made  in  the  marketing  area 
should  be  fully  subject  to  the  pricing  and 
pooling  provisions  of  the  order.  The  -in¬ 
clusion  in  the  pool  of  a  plant  from  which 
only  a  negligible  volume  of  its  total  re¬ 
ceipts  is  distributed  in  the  market  would 
not  contribute  to  market  stability  since 
it  would  encourage  a  plant  primarily  en¬ 
gaged  in  manufacturing  dairy  products 
to  package  and  distribute  a  sufficient 
volume  of  fluid  milk  in  the  marketing 
area  to  pool  the  entire  receipts  at  the 
plant.  Inclusion  of  such  a  plant  in  the 
pool  would  result  in  dissipation  of  the 
returns  for  Class  I  sales  which  are  in¬ 
tended  to  secure  an  adequate  supply  of 
milk  for  the  market. 

No  part  of  Clermont  County,  Ohio, 
should  be  deleted  from  the  marketing 
area. 

A  handler  proposed  that  Clermont 
County,  except  Union  and  Miami  town¬ 
ships,  be  deleted  from  the  marketing 
area.  The  deletion  would  remove  his 
plant  from  pool  status.  His  Class  I  utili¬ 
zation  is  higher  than  the  market  average 
and  he  must,  therefore,  make  payments 
into  the  producer-settlement  fund.  He 
purchases  Guernsey  milk  for  which  he 
pays  a  premium  above  the  order  uniform 
price.  The  proponent  testified  that  were 
he  not  subject  to  payments  into  the 
producer -settlement  fund,  he  would  use 
such  money  for  premium  payments  to  his 
Guernsey  producers. 

Clermont  County  is  contiguous  to 
Hamilton  County  within  which  the  city 
of  Cincinnati  is  located.  With  the  ex¬ 
pansion  of  the  Cincinnati  urban  area, 
the  population  of  Clermont  County  has 
almost  doubled  since  1950.  According  to 
the  United  States  Census,  the  1950  popu¬ 
lation  of  Clermont  County  was  42,182 
and  the  1960  population  estimate  is 
80,142.  In  the  decision  of  April  10,  1959, 
the  Assistant  Secretary  found  that  plants 
located  in  Cincinnati  distributed  approx¬ 
imately  70  percent  of  all  the  Class  I  milk 
sold  in  Clermont  County.  No  evidence 
was  offered  at  the  recent  hearing  upon 
which  this  decision  is  based  which  would 
indicate  that  the  proportion  of  sales  in 
Clermont  County  by  Cincinnati  handlers 
has  changed  materially.  While  the  pro¬ 
ponent  handler  whose  plant  is  not  located 
in  Cincinnati  may  be  the  major  distrib¬ 
utor  in  certain  townships  of  the  county, 
it  would  not  be  in  the  interests  of  market 
stability  to  split  these  townships  from 
the  area  merely  to  obviate  his  obligation 
to  make  payments  into  the  producer- 
settlement  fund. 

2.  Basic  formula  price.  No  change 
should  be  made  in  the  nonfat  dry  milk 
component  of  the  basic  formula  price. 
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It  was  proposed  that  the  make  allow¬ 
ance  of  the  nonfat  dry  milk  component 
of  the  basic  formula  be  decreased  from 
6.4  cents  to  5.5  cents  and  that  the  com¬ 
ponent  reflect  the  average  of  spray  and 
roller  process  nonfat  dry  milk  prices 
rather  than  only  the  price  of  spray 
process  nonfat  dry  milk.  The  proposed 
nonfat  dry  milk  formula  is  the  same  as 
that  used  In  the  neighboring  Dayton- 
Springfleld  Federal  milk  order. 

During  the  12-month  period  preceding 
the  hearing,  if  the  proposed  formula  had 
been  in  effect,  the  basic  formula  and, 
accordingly,  the  Class  I  price  would  have 
been  increased  in  9  of  the  12  months. 
The  average  Class  I  price  increase  would 
have  been  approximately  three  cents. 

The  Cincinnati  Class  I  price  is  ad¬ 
justed  each  month  on  the  basis  of  the 
supply  and  demand  for  milk.  Any  in¬ 
crease  in  the  Class  I  price  should  be 
the  result  of  changing  supply  and  de¬ 
mand  conditions. 

3.  Classification.  The  order  should 
not  be  amended  to  provide  Class  n 
rather  than  Class  m  classification  for 
skim  milk  and  butterfat  disposed  of  in 
bulk  to  commercial  food  processing  es¬ 
tablishments  where  food  products  are 
prepared  for  consumption  off  the  prem¬ 
ises.  The  language  of  the  classification 
provision  should  be  clarified  so  that 
there  is  no  doubt  that  skim  milk  and 
butterfat  used  to  produce  “dip”  special¬ 
ties  are  classified  as  Class  III  utilization. 

The  Cincinnati  Milk  Sales  Association 
proposed  that  skim  milk  and  butterfat 
disposed  of  to  commercial  food  process¬ 
ing  establishments  where  food  products 
are  prepared  for  consumption  cff  the 
premises  be  reclassified  from  Class  III 
to  Class  II  utilization.  Since  Class  II 
and  Class  III  prices  are  identical  during 
the  months  of  September  through  Feb¬ 
ruary,  the  proposed  amendment  would 
increase  the  price  of  milk  disposed  of 
to  food  processing  plants  only  during 
the  relatively  flush  production  months  of 
March  through  August  when  the  dis¬ 
posal  of  surplus  milk  is  likely  to  create  a 
problem.  Because  skim  milk  and  butter¬ 
fat  used  by  food  processors  may  be  ob¬ 
tained  from  ungraded  sources,  any 
increase  in  the  price  of  surplus  Grade 
A  Cincinnati  milk  which  must  compete 
with  ungraded  milk  for  a  market  would 
be  a  deterrent  to  the  disposal  of  Cin¬ 
cinnati  surplus. 

The  classification  provision  should  be 
rewritten  to  specify  clearly  that  skim 
milk  and  butterfat  used  in  the  manufac¬ 
ture  of  “dip”  specialties  are  classified  as 
Class  HI  utilization.  “Dip”  specialties 
are  cultured  mixtures  of  skim  milk  and 
butterfat  to  which  cheese  or  a  food  sub¬ 
stance  other  than  a  milk  product  has 
been  added  and  which  contain  butterfat 
equal  to  not  more  than  15  percent  of  the 
finished  product.  The  current  order 
language  is  indefinite  as  to  the  proper 
classification  of  such  products.  Cin¬ 
cinnati  health  authorities  do  not  require 
‘  dip”  products  to  be  made  from  Grade  A 
milk  and  such  products  produced  in  Cin¬ 
cinnati  pool  plants  compete  with  similar 
products  which  are  manufactured  at 
plants  located  throughout  the  United 
States.  Any  classification  other  'than 
Class  III  for  these  products  is  impracti¬ 
cal  under  the  circumstances-. 


4.  Location  adjustments.  No  substan¬ 
tive  changes  need  be  made  in  the  pro¬ 
visions  by  which  Class  I  and  uniform 
prices  are  adjusted  pursuant  to  the  lo¬ 
cation  of  tiie  plant  at  which  milk  is 
received. 

It  was  proposed  that  no  location  ad¬ 
justments  to  prices  should  apply  at 
distributing  plants  located  within  the 
marketing  area.  The  proposal  was 
predicated  on  the  premise  that  Mason 
County,  Kentucky,  would  be  included  in 
the  marketing  area  and  that  prices 
effective  at  a  distributing  plant  located 
therein  would  be  subject  to  location  ad¬ 
justments.  Whether  a  particular  plant 
is  a  distributing  plant  or  supply  plant 
and  whether  a  particular  plant  is  or  is 
net  located  in  the  marketing  area  can¬ 
not  be  the  only  consideration  relative  to 
the  application  of  location  adjustments. 
The  location  adjustment  provisions  of 
the  current  order  are  appropriate  for 
the  marketing  area  provided  in  this  de¬ 
cision  and  should  remain  as  written  with 
the  exception  of  the  correction  noted 
below. 

In  an  action  effective  March  1,  1960, 
the  Cincinnati  order  was  amended  to 
eliminate  location  adjustments  effective 
at  plants  located  more  than  20  but  less 
than  30  miles  from  the  City  Hall  in  Cin¬ 
cinnati,  but  references  to  plants  located 
“more  than  20  miles”  were  inadvert¬ 
ently  left  in  the  order.  These  references 
should  be  corrected. 

5.  Transfers.  The  transfer  provision 
should  be  amended  to  remove  specific 
classfication  rules  for  that  skim  milk 
and  butterfat  disposed  of  to  nonpool  dis¬ 
tributing  plants  located  in  Campbell  and 
Kenton  Counties.  Kentucky.  These 
nonpool  plants  will  become  pool  plants 
and  transfers  to  these  plants  will  be 
classified  pursuant  to  the  provisions  ap¬ 
plicable  to  transfers  between  pool  plants. 

6.  Allocation  of  packaged  Class  I  re¬ 
ceipts  from  plants  regulated  by  other 
Federal  orders.  The  allocation  proce¬ 
dure  should  be  modified  relative  to  Class 
I  receipts  in  consumer  packages  from  a 
plant  fully  regulated  under  the  terms  of 
another  Federal  order. 

A  handler  proposed  that  packaged 
sour  cream  received  at  a  Cincinnati  pool 
plant  from  a  plant  regulated  under  the 
terms  of  another  Federal  order  be  al¬ 
located  to  Class  I  disposition  at  the  Cin¬ 
cinnati  plant.  The  handler  further 
proposed  that  this  allocation  would  ap¬ 
ply  only  when  the  sour  cream  was  classi¬ 
fied  as  Class  I  under  the  terms  of  another 
order  and  was  disposed  of  as  Class  I 
from  the  Cincinnati  plant  in  the  same 
consumer  package  as  received. 

The  proponent  handler  operates  a 
fluid  milk  plant  under  the  Cincin¬ 
nati  order  as  well  as  a  fluid  milk  plant 
under  the  Louisville-Lexington  order. 
Soui*  cream  in  consumer  packages  is 
regularly  received  at  the  Cincinnati  plant 
from  the  Louisville-Lexington  plant. 
Sour  cream  is  not  packaged  at  the  Cin¬ 
cinnati  plant  or  received  from  any  plant 
other  than  the  one  regulated  under  the 
Louisville-Lexington  order.  The  present 
Cincinnati  order  provides  prior  Class  I 
allocation  for  packaged  Class  I  products 
received  from  Dayton-Springfield  Fed¬ 
eral  order  plants. 


Since  the  order  currently  accommo¬ 
dates  receipts  of  all  Class  I  items  re¬ 
ceived  in  consumer  packages  from  a  Day¬ 
ton-Springfield  plant,  it  would  be  appro¬ 
priate  to  amend  the  order  similarly  to 
allocate  to  Class  I  all  packaged  Class  I 
items  received  from  a  plant  regulated  by 
any  other  Federal  order.  Otherwise,  the 
allocation  provision  would  give  prefer¬ 
ence  to  receipts  of  certain  Class  I  items 
from  a  particular  Federal  order  market 
over'  receipts  from  other  Federal  order 
markets.  Therefore,-  the  provision  which 
gives  prior  Class  I  allocation  to  packaged 
Class  I  receipts  from  Dayton-Springfield 
should  be  expanded  to  include  such  re¬ 
ceipts  from  a  plant  pooled  under  the 
terms  of  any  other  Federal  order. 

7.  Shrinkage.  No  change  should  be 
made  in  the  classification  of  butterfat 
shrinkage. 

The  order  provides  Class  III  classifica¬ 
tion  for  actual  shrinkage  up  to  a  maxi¬ 
mum  of  2  percent  of  the  butterfat  con¬ 
tained  in  producer  milk.  A  handler  pro¬ 
posed  that  the.  order  be  amended  to  allow 
Class  HI  classification  of  such  shrinkage 
up  to  a  maximum  of  2.5  percent.  The 
proponent  presented  no  factual  evidence 
as  to  actual  plant  loss  of  butterfat  in  his 
operations. 

•  During  1959  actual  plant  loss  of  butter¬ 
fat  in  all  Cincinnati  pool  plants  was  less 
than  2  percent  of  total  butterfat  utiliza¬ 
tion.  On  the  same  marketwide  basis, 
butterfat  loss  was  less  than  2  percent  of 
total  utilization  during  each  of  the  first 
five  months  of  1960.  In  view  of  the  fact 
that  plant  loss  of  butterfat  has  been  less 
than  2  percent  of  total  utilization  no 
change  should  be  made  in  the  classifi¬ 
cation  of  the  butterfat  shrinkage  pro¬ 
visions. 

8.  Diversion  of  producer  milk.  No 
change  should  be  made  in  the  provisions 
of  the  order  which  relate  to  diversion  of 
producer  milk. 

The  order  permits  diversion  of  pro¬ 
ducer  milk  from  a  pool  plant  to  a  non¬ 
pool  plant  during  any  month  if  a  co¬ 
operative  association  is  the  diverting 
handler  and  during  the  months  of  March 
through  August  if  a  handler  operating 
a  pool  plant  is  the  diverting  handler. 

An  association  of  producers  proposed 
that  diversion  by  handlers  operating  pool 
plants  be  limited  to  the  months  of  April, 
May,  June  and  July.  The  proponent 
testified  that,  in  general,  the  association 
has  no  objection  to  the  diversion  pro¬ 
visions  of  the  current  order  but,  recently, 
has  seen  some  possible  abuses  of  diver¬ 
sion  by  handlers  operating  pool  plants. 
The  proponent  further  testified  that 
handlers  operating  pool  plants  should 
have  the  right  to  divert  milk  only  in  the 
months  of  foreseeable  unneeded  supplies; 
namely,  April,  May,  June  and  July. 

The  diversion  provisions  of  the  order 
are  to  accommodate  the  most  efficient 
handling  of  the  reserve  milk  supply  of 
the  market.  The  diversion  of  producer 
milk  by  proprietary  handlers  is  currently 
limited  to  the  six  months  of  the  year 
when  handlers  are  most  likely  to  find  it 
necessary  to  divert  unneeded  producer 
milk.  One  handler  who  operates  a  pool 
plant  had  recently  diverted  milk  during 
the  months  the  proponent  proposes  to 
be  deleted  from  the  period  during  which 
proprietary  handlers  may  divert  milk. 
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Under  these  circumstances  it  would  not 
be  in  the  interest  of  the  orderly  market¬ 
ing  of  reserve  supplies  to  further  limit, 
at  this  time,  the  months  during  which 
handlers  operating  pool  plants  may  di¬ 
vert  producer  milk. 

9.  Payments  by  handlers  operating 
nonpool  fluid  milk  plants.  Subject  to 
proper  reporting  and  the  maintenance  of 
adequate  records,  handlers  operating 
nonpool  plants  from  which  Class  I  milk 
is  distributed  in  the  marketing  area 
should  be  given  an  opportunity  to  choose 
to  make  payments  into  the  producer- 
settlement  fund  of  either  (1)  an  amount 
determined  by  multiplying  the  hundred¬ 
weight  of  Class  I  milk  (less  the  hundred¬ 
weight  of  any  Class  I  milk  purchased 
during  the  month  from  a  pool  plant) 
disposed  of  from  routes  operated  in  the 
marketing  area  by  the  difference  between 
the  Class  I  price  and  the  butter-powder 
component  of  the  basic  formula  price, 
or  (2)  the  amount  by  which  total  pay¬ 
ments  to  dairy  farmers  delivering  milk 
to  such  plants  are  less  than  the  total 
obligation  to  producers  which  would  be 
due  if  such  plant  were  a  pool  plant. 

The  order  now  requires  nonpool  fluid 
milk  plant  operators  to  make  payments 
to  the  producer-settlement  fund  in  ac¬ 
cordance  with  the  formula  detailed  above 
in  (1)  of  the  recommended  option.  A 
handler  operating  a  nonpool  fluid  milk 
plant  testified  that  he  pays,  for  milk  sold 
in  the  marketing  area,  a  price  which  is 
higher  than  that  paid  by  fully  regulated 
handlers.  However,  this  can  be  ascer¬ 
tained  only  if  the  particular  nonpool 
plant  is  subject  to  the  same  classification, 
allocation,  and  pricing  provisions  as  are 
fully  regulated  handlers. 

The  option  afforded  herein  to  partially 
regulated  fluid  milk  plants  will  protect 
the  integrity  of  the  regulation.  If  a 
handler  elects  to  make  payments  under 
the  first  option,  the  regulatory  plan  will 
be  protected  in  the  same  manner  and  to 
the  same  extent  as  is  provided  with 
respect  to  compensatory  payments  on 
other  source  milk.  If  a  handler  chooses 
to  pay  the  full  utilization  value  of  his 
milk  either  directly  to  his  own  farmers 
or  by  combination  of  payments  to  his 
farmers  and  to  the  producer-settlement 
fund,  his  total  minimum  obligation  for 
milk  will  be  determined  in  exactly  the 
same  way  as  if  he  were  a  fully  regulated 
handler. 

Affording  this  latter  option  to  nonpool 
plants  from  which  some  Class  I  milk  is 
distributed  in  the  marketing  area  will 
adequately  protect  the  classified  pricing 
and  marketwide  equalization  plan  in 
this  particular  market.  Handlers  in  a 
position  to  use  this  option  do  not  exist 
to  an  extent  permitting  any  significant 
diversion  of  the  revenue  derived  from 
Class  I  sales  in  the  marketing  area  to 
farmers  only  incidentally  associated  with 
the  market,  thus  dissipating  the  return 
to  pool  producers  of  milk  for  which  min¬ 
imum  class  prices  are  established  under 
the  order  and  who  are  relied  upon  to 
produce  an  adequate  and  dependable 
supply  of  approved  milk  for  the  market¬ 
ing  area.  Consequently,  the  exercise  of 
this  option  will  not  have  a  disruptive 
influence  on  the  handling  of  milk  in  this 
area.  Therefore,  it  is  not  necessary,  in 


order  to  maintain  the  integrity  of  the 
regulatory  plan  in  this  particular  mar¬ 
ket,  to  require  these  partially  regulated 
plants  to  make  payments  into  the  pro¬ 
ducer-settlement  fund  if  it  is  ascertained 
that  they  have  paid  their  producers  at 
least  the  total  amount  of  money  which 
they  would  be  required  to  pay  if  they 
were  fully  regulated. 

Under  the  terms  of  the  present  order 
operators  of  nonpool  fluid  milk  plants 
distributing  in  the  marketing  area  are 
not  subject  to  any  assessment  to  help 
pay  the  expense  of  administering  the 
order.  In  the  interest  of  providing 
equity  of  treatment  between  partially 
and  fully  regulated  handlers,  the  order 
should  be  amended  to  provide  that  par¬ 
tially  regulated  handlers  also  contribute 
to  the  cost  of  order  administration. 

The  amount  of  assessment  of  adminis¬ 
trative  expense  should  depend  upon 
which  option  is  selected  by  the  nonpool 
distributor.  If  he  elects  to  pay  to  the 
producer-settlement  fund  on  the  basis 
of  his  sales  from  routes  operated  in  the 
marketing  area,  he  should  be  required 
to  pay  administrative  expense  only  on 
such  quantities  of  milk  so  disposed  of 
from  routes  operating  in  the  marketing 
area.  If  he  elects  the  payment  based 
on  the  utilization  value  of  his  milk,  he 
should  pay  administrative  expense  on 
his  entire  receipts  of  milk  from  Grade 
A  dairy  farmers.  Obviously,  the  second 
option  necessitates  as  much  verification 
of  reports  and  utilization  by  the  market 
administrator  as  at  a  pool  plant.  Such 
verification  might  well  include  the 
checking  of  weights  and  butterfat  tests 
of  receipts  from  dairy  farmers  and  prod¬ 
ucts  sold  as  well  as  a  complete  audit  of 
the  books  and  records  for  such  plant. 

It  is  possible  that  nonpool  plants 
from  which  milk  is  distributed  in  the 
Cincinnati  market  will  also  be  nonpool 
distributing  plants  under  the  terms  of 
another  Federal  order.  To  eliminate 
any  duplication  of  equalization  and  ad¬ 
ministrative  payments,  the  Cincinnati 
order  should  credit  such  handlers  with 
payments  made  under  similar  provisions 
of  another  Federal  order. 

It  would  also  be  in  the  interest  of  pro¬ 
viding  equity  between  handlers  to  apply 
an  administrative  assessment  on  other 
source  milk  allocated  to  Class  I  at  Cin¬ 
cinnati  pool  plants.  However,  to  avoid 
duplication,  an  assessment  should  not  be 
applied  on  other  source  milk  on  which  an 
assessment  is  made  pursuant  to  the 
terms  of  another  Federal  order. 

Rulings  on  proposed  findings  and  con¬ 
clusions.  Briefs  and  proposed  findings 
and  conclusions  were  filed  on  behalf  of 
certain  interested  parties  in  the  market. 
These  briefs,  proposed  findings  and  con¬ 
clusions  and  the  evidence  in  the  record 
were  considered  in  making  the  findings 
and  conclusions  set  forth  above.  To  the 
extent  that  the  suggested  findings  and 
conclusions  filed  by  interested  parties 
are  inconsistent  with  the  findings  and 
conclusions  set  forth  herein,  the  requests 
to  make  such  findings  or  reach  such  con¬ 
clusions  are  denied  for  the  reasons  pre¬ 
viously  stated  in  this  decision. 

General  findings.  The  findings  and 
determinations  hereinafter  set  forth  are 
supplementary  and  in  addition  to  the 


findings  and  determinations  previously 
made  in  connection  with  the  issuance  of 
the  aforesaid  order  and  of  the  previously 
issued  amendments  thereto;  and  all  of 
said  previous  findings  and  determina¬ 
tions  are  hereby  ratified  and  affirmed, 
except  insofar  as  such  findings  and  de¬ 
terminations  may  be  in  conflict  with  the 
findings  and  determinations  set  forth 
herein. 

(a)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
to  be  amended,  and  all  of  the  terms  and 
conditions  thereof,  will  tend  to  effectuate 
the  declared  policy  of  the  Act; 

(b)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  section  2  of  the  Act 
are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  marketing  area,  and'  the  minimum 
prices  specified  in  the  proposed  market¬ 
ing  agreement  and  th2  order,  as  hereby 
proposed  to  be  amended,  are  such  prices 
as  will  reflect  the  aforesaid  factors,  in¬ 
sure  a  sufficient  quantity  of  pure  and 
wholesome  milk,  and  be  in  the  public 
interest;  and 

(c)  The  tentative  marketing  agree¬ 
ment  and  the  order,  as  hereby  proposed 
to  be  amended,  will  regulate  the  hand¬ 
ling  of  milk  in  the  same  manner  as,  and 
will  be  applicable  only  to  persons  in  the 
respective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in,  a  marketing 
agreement  upon  which  a  hearing  has 
been  held. 

Recommended  marketing  agreement 
and  order  amending  the  order.  The  fol¬ 
lowing  order  amending  the  order  regu¬ 
lating  the  handling  if  milk  in  the 
Cincinnati,  Ohio  marketing  area  is  rec¬ 
ommended  as  the  detailed  and  appro¬ 
priate  means  by  which  the  foregoing 
conclusions  may  be  carried  out.  The 
recommended  marketing  agreement  is 
not  included  in  this  decision  because  the 
regulatory  provisions  thereof  would  be 
the  same  as  those  contained  in  the  order, 
as  hereby  proposed  to  be  amended: 


Sec. 

Definitions 

965.1 

Act. 

965.2 

Secretary. 

965.3 

Greater  Cincinnati  marketing  area. 

965.4 

Person. 

965.5 

Route. 

965.6 

Fluid  milk  plant. 

965.7 

Pool  plant. 

965.8 

Nonpool  plant. 

965.9 

Dairy  farmer. 

965.10 

Producer. 

965.11 

Handler. 

965.12 

Producer  milk. 

965.13 

Producer-handler. 

965.14 

Other  source  milk. 

965.15 

Fluid  milk  product. 

965.16 

Chicago  butter  price. 

Market  Administrator 

965.20 

Designation. 

965.21 

Powers. 

965.22 

Duties. 

Reports,  Records  and  Facilities 

965.30  Monthly  reports  of  receipts  and 

utilization. 

965.31  Other  reports. 

965.32  Verification  of  handler  reports. 

965.33  Records  and  faclUtles. 

965.34  Retention  of  records. 
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Classification 

Sec. 

965.40  Basis  of  classification. 

966.41  Classes  of  utilisation. 

905.42  Shrinkage. 

965.43  Transfers. 

965.44  Responsibility  of  handlers. 

965.46  Computation  of  skim  milk  and  but* 
terfat  In  each  class. 

965.46  Allocation  of  skim  milk  and  butter* 
fat  classified. 

Minimum  Prices 

965.50  Basic  formula  price. 

965.61  Class  prices. 

965.62  Butterfat  differentials  to  handlers. 

965.63  Location  differentials  to  handlers. 
965.54  Use  of  equivalent  prices. 

Computation  of  Uniform  Price 

966.60  Net  obligation  of  each  handler. 

965.61  Handlers  operating  nonpool  fluid 

milk  plants. 

966.62  Correction  of  errors. 

966.63  Computation  of  uniform  prices. 

Payments  for  Milk 

966.70  Payments  to  producers. 

065.71  Producer-settlement  fund. 

965.72  Payments  to  producer-settlement 

fund. 

966.73  Payments  from  producer-settlement 

fund. 

966.74  Butterfat  differential  to  producers. 

666.75  Location  differentials  to  producers. 

965.76  Expense  of  administration. 

965.77  Marketing  services. 

665.78  Termination  of  obligation. 

Effective  Time,  Suspension  or  Termination 

965.80  Effective  time. 

965.81  Suspension  or  termination. 

965.82  Continuing  power  and  duty  of  the 

market  administrator. 

965.83  Liquidation  after  suspension  or 

termination. 

Miscellaneous  Provisions 

965.90  Agents. 

965.91  Separability  of  provisions. 

965.92  Plants  subject  to  other  Federal 

orders. 

§  965.1  Act. 

“Act"  means  Public  Act  No.  10,  73d 
Congress,  as  amended  and  as  reenacted 
and  amended  by  the  Agricultural  Mark¬ 
eting  Agreement  Act  of  1937,  as  amended 
(7U.S.C.  601  et  seq.). 

§  965.2  Secretary. 

“Secretary”  means  the  Secretary  of 
Agriculture  of  the  United  States  or  any 
other  employee  of  the  United  States  au¬ 
thorized  to  exercise  the  powers  and  to 
perform  the  duties  of  the  said  Secretary 
of  Agriculture. 

§  965.3  Greater  Cincinnati  marketing 
area. 

“Greater  Cincinnati  marketing  area”, 
hereinafter  called  the  “marketing  area”, 
means  all  the  territory  within  the  per¬ 
imeter  boundaries  of  Butler,  Clermont, 
Hamilton  and  Warren  counties,  all  in  the 
State  of  Ohio;  and  Boone,  Campbell, 
Grant,  Harrison,  Kenton  and  Pendle¬ 
ton  counties,  all  in  the  State  of  Kentucky. 

§  965.4  Person. 

“Person”  means  any  individual,  part¬ 
nership,  corporation,  association,  or  any 
other  business  unit. 

§  965.5  Route. 

“Route”  means  a  delivery  (including  a 
sale  from  a  store)  of  milk,  buttermilk, 


flavored  milk  drinks,  or  cream  in  fluid 
form  to  a  wholesale  or  retail  stop(s) 
other  than  to  a  milk  processing  plant (s) . 

g  965.6  Fluid  milk  plant. 

“Fluid  milk  plant”  means  a  plant  or 
other  facilities  used  in  the  preparation  or 
processing  of  milk,  all  or  a  portion  of 
which  is  disposed  of  during  the  month  on 
a  route  (s)  operated  wholly  or  partially 
in  the  marketing  area. 

§  965.7  Pool  plant. 

“Pool  plant”  means  a  milk  plant,  other 
than  a  plant  operated  by  a  producer- 
handler,  which  is: 

(a)  A  fluid  milk  plant  located  in  the 
marketing  area ; 

(b)  A  fluid  milk  plant  located  outside 
the  marketing  area  and  from  which  not 
less  than  10  percent  of  the  entire  route 
disposition  of  Class  I  milk  from  such 
plant  during  the  month  is  disposed  of  on 
a  route(s)  operated  wholly  or  partially 
within  the  marketing  area ;  or 

(c)  A  plant  which  receives  milk  from 
persons  described  in  §  965.10(a)  and  from 
which  an  amount  of  milk  or  skim  milk  in 
fluid  form  has  been  moved  to  a  plant(s) 
described  in  paragraph  (a)  or  (b)  of  this 
section  equal  to  not  less  than  one  percent 
of  the  total  Class  I  utilization  of  all 
plants  described  in  paragraphs  (a)  and 
(b)  of  this  section  during  the  second 
month  preceding  such  movement,  as 
specified  in  the  following  schedule; 

Months  Plant  Is  Pool  Plant 

Months  milk  is 
moved. 

One  of  the  months  of  Oc-  November. 

tober  and  November. 

Two  of  the  months  of  Oc-  December. 

tober,  November,  and 

December. 

Three  of  the  months  of  January  through 

October,  November,  De-  October. 

cember,  and  January. 

Provided,  That  upon  written  request  to 
the  market  administrator  by  the  opera¬ 
tor  of  a  plant  which  is  a  pool  plant  pur¬ 
suant  to  this  paragraph  for  the  discon¬ 
tinuance  of  such  plant  as  a  pool  plant, 
such  plant  shall  cease  to  be  a  pool  plant 
in  the  first  month,  following  such  re¬ 
quest,  during  which  no  milk  is  moved  to 
a  plant  described  in  paragraph  (a)  or 
(b)  of  this  section  and  shall  not  become 
a  pool  plant  until  such  plant  again  meets 
the  requirements  for  a  pool  plant  pur¬ 
suant  to  this  paragraph. 

§  965.8  Nonpool  plant. 

“Nonpool  plant”  means  any  milk  man¬ 
ufacturing,  processing  or  bottling  plant 
other  than  a  pool  plant. 

§  965.9  Dairy  fanner. 

“Dairy  farmer”  means  any  person  who 
is  engaged  in  the  production  of  milk. 

§  965.10  Producer. 

“Producer”  means  a  dairy  farmer, 
other  than  a  producer-handler,  who  pro¬ 
duces  milk  on  a  farm  which  is  approved 
by  a  duly  constituted  health  authority 
for  the  production  of  milk  for  fluid  dis¬ 
position  and  which  milk  is: 

(a)  Permitted  by  the  duly  constituted 
health  authority  having  jurisdiction  in 
the  marketing  area  to  be  labeled  and 
disposed  of  as  Grade  A  milk  in  the 
marketing  area;  and 


(b)  Received  during  the  month  at  a 
pool  plant;  or 

(c)  If  from  a  dairy  farmer  whose  milk 
previously  has  been  received  at  a  pool 
plant,  is  either  (1)  diverted  during  any 
of  the  months  of  March  through  August 
to  a  nonpool  plant  for  the  account  of  a 
handler  as  defined  in  §  965.11(a)  (1) ;  (2) 
diverted  during  the  month  to  a  nonpool 
plant  for  the  account  of  a  handler  as 
defined  in  5  965.11(b);  or  (3)  diverted 
during  the  month  from  a  pool  plant  to 
another  pool  plant  for  the  account  of 
a  handler  as  defined  in  §  965.11(a)  (1)  or 
(b)  for  not  more  than  two  consecutive 
days  of  delivery  and  not  more  than  10 
days  of  delivery  during  the  month. 

§  965.11  Handler. 

“Handler”  means  (a)  any  person  who 
operates  (1)  a  pool  plant;  or  (2)  a  fluid 
milk  plant  which  is  a  nonpool  plant;  or 

(b)  Any  cooperative  association  with 
respect  to  the  milk  of  any  producer 
which  is  diverted  by  the  cooperative  as¬ 
sociation  during  the  month. 

§  965.12  Producer  milk. 

“Producer  milk”  means  only  that  skim 
milk  and  butterfat  contained  in  milk 
(a)  received  at  a  pool  plant  directly  from 
producers  during  the  month,  or  (b)  di¬ 
verted  from  a  pool  plant  pursuant  to 
the  conditions  set  forth  in  5  965.10(c);  • 
Provided ,  That  if  such  diverted  milk  is 
from  a  producer  whose  milk  was  physi¬ 
cally  received  from  the  farm  at  a  pool 
plant  located  less  than  45  miles  from 
the  City  Hall  in  Cincinnati  on  (1)  60 
percent  or  more  of  the  days  of  its 
delivery  during  the  immediately  preced¬ 
ing  period  of  September  through  Decem¬ 
ber  or  (2)  60  percent  or  more  of  the  days 
of  its  delivery  from  the  date  of  first 
delivery  to  the  last  day  of  February  in 
the  immediately  preceding  period  of  Sep¬ 
tember  through  February,  such  milk 
shall  be  deemed  to  have  been  received 
by  the  handler  at  a  pool  plant  at  the 
same  location  as  the  pool  plant  from 
which  it  was  diverted.  Diverted  milk 
not  meeting  the  conditions  specified  in 
subparagraph  (1)  or  (2)  of  this  para¬ 
graph  shall  be  deemed  to  have  been  re¬ 
ceived  by  the  handler  at  a  pool  plant  at 
the  same  location  as  the  nonpool  plant 
to  which  the  milk  is  diverted. 

§  965.13  Producer-handler. 

“Producer-handler”  means  any  person 
who  is  both  a  dairy  farmer  and  a  handler, 
but  who  receives  no  milk  from  other 
dairy  farmers:  Provided,  That  such  per¬ 
son  provides  proof  satisfactory  to  the 
market  administrator  that  (a)  the  main¬ 
tenance,  care  and  management  of  all  the 
dairy  animals  and  other  resources  neces¬ 
sary  to  produce  the  entire  amount  of  milk 
handled  is  the  personal  enterprise  of  and 
at  the  personal  risk  of  such  person  in  his 
capacity  as  a  dairy  farmer,  and  (b)  the 
operation  of  a  fluid  milk  plant  is  the  per¬ 
sonal  enterprise  of  and  at  the  personal 
risk  of  such  person  in  his  capacity  as  a 
handler. 

§  965.14  Other  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in  or  rep¬ 
resented  by  (a)  receipts  during  the 
month  in  the  form  of  fluid  milk  prod¬ 
ucts  except  (1)  producer  milk,  (2) 
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such  products  received  from  other  pool 
plants,  and  (3)  inventory  of  fluid  milk 
products  at  the  begining  of  the  month; 
and  (b)  products  other  than  fluid  milk 
products  from  any  source  (except  Class 
II  products  from  pool  plants  but  includ¬ 
ing  products  other  than  Class  II  products 
produced  at  the  pool  plant),  which  are 
reprocessed,  repackaged,  or  converted  to 
another  product  during  the  month  or  for 
which  other  utilization  or  disposition  is 
not  established  pursuant  to  §  965.33. 

§965.15  Fluid  milk  product. 

••Fluid  milk  product”  means  the  fluid 
form  of  milk,  skim  milk,  buttermilk,- 
flavored  milk,  milk  drink;  cream  (sweet, 
cultured,  sour  or  whipped) ,  eggnog,  con¬ 
centrated  milk;  and  any  mixture  of  milk, 
skim  milk  or  cream  (including  fluid, 
frozen  or  semi-frozen  malted  milk  and 
milk  shake  mixtures  containing  less  than 
15  percent  total  milk  solids;  and  exclud¬ 
ing  frozen  storage  cream,  aerated  cream 
in  dispensers,  ice  cream  and  frozen  des¬ 
sert  mixes,  and  evaporated  and  con¬ 
densed  milk) . 

§965.16  Chicago  butter  price. 

"Chicago  butter  price”  means  the  sim¬ 
ple  average,  as  computed  by  the  market 
administrator,  of  the  daily  wholesale 
selling  prices  (using  the  midpoint  of  any 
range  as  one  price)  per  pound  of  Grade 
A  (92-score)  bulk  creamery  butter  at 
Chicago  as  reported  for  the  month  by 
the  United  States  Department  of 
Agriculture. 

Market  Administrator 
§965.20  Designation. 

The  agency  for  the  administration  of 
this  part  shall  be  a  market  administrator, 
who  shall  be  a  person  selected  by  the 
Secretary.  Such  person  shall  be  entitled 
to  such  compensation  as  may  be  deter¬ 
mined  by,  and  shall  be  subject  to  removal 
at  the  discretion  of  the  Secretary. 

§965.21  Powers. 

The  market  administrator  shall  have 
the  following  powers  with  respect  to  this 
part; 

(a)  To  administer  its  terms  and 
provisions; 

(b)  To  receive,  investigate  and  report 
to  the  Secretary  complaints  of  violations; 

(c)  To  make  rules  and  regulations  to 
effectuate  its  terms  and  provisions;  and 

(d)  To  recommend  amendments  to  the 
Secretary. 

§  965.22  Duties. 

The  market  administrator  shall  per¬ 
form  all  duties  necessary  to  administer 
the  terms  and  provisions  of  this  part,  in¬ 
cluding  but  not  limited  to,  the  following; 

(a)  Within  45  days  following  the  date 
on  which  he  enters  upon  his  duties,  exe¬ 
cute  and  deliver  to  the  Secretary  a  bond, 
conditioned  upon  the  faithful  perform¬ 
ance  of  his  duties,  in  an  amount  and  with 
surety  thereon  satisfactory  to  the 
Secretary; 

(b)  Employ  and  fix  compensation  of 
such  persons  as  may  be  necessary  to  en¬ 
able  him  to  administer  its  terms  and 
provisions; 

(c)  Pay,  out  of  the  fund  provided  by 
5965.76,  the  cost  of  his  bond  and  of  the 
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bonds  of  those  of  his  employees  who 
handle  funds  entrusted  to  the  market 
administrator,  his  own  compensation, 
and  all  other  expenses  which  will  neces¬ 
sarily  be  incurred  by  him  in  the  mainte¬ 
nance  and  functioning  of  his  office  and 
in  the  performance  of  his  duties; 

(d)  Keep  such  books  and  records  as 
will  clearly  reflect  the  transactions  pro¬ 
vided  for  in  this  part,  and  surrender  the 
same  to  his  successor  or  to  such  other 
person  as  the  Secretary  may  designate; 

(e)  Publicly  disclose  to  handlers  and 

producers,  unless  otherwise  directed  by 
the  Secretary,  the  name  of  any  person 
who,  within  ten  days  after  the  date  upon 
which  he  is  required  to  perform  such 
acts,  has  not  made  reports  pursuant  to 
§  965.30  or  has  net  made  payments  pur¬ 
suant  to  §§  965.70  and  965.72;  , 

(f)  Promptly  verify  the  information 
contained  in  •  the  reports  submitted  by 
handlers; 

(g)  Furnish  such  information  and 
verified  reports  as  the  Secretary  may  re¬ 
quest  and  submit  his  books  and  records 
to  examination  by  the  Secretary  at  any 
and  all  times; 

(h)  Publicly  announce,  by  posting  in 
a  conspicuous  place  in  his  office  and  by 
such  other  means  as  he  deems  appropri¬ 
ate,  the  prices  determined  for  each 
month  as  follows: 

(1)  On  or  before  the  5th  day  after  the 
end  of  such  month,  the  minimum  class 
prices .  computed  pursuant  to  §  965.51 
and  the  butterfat  differentials  computed 
pursuant  to  §  965.52 ;  and 

(2)  On  or  before  the  20th  day  after 
the  end  of  such  month  the  uniform 
prices  computed  pursuant  to  §  965.63, 
and  the  producer  butterfat  differential 
computed  pursuant  to  §  965.74: 

(i)  On  or  before  the  13th  day  after 
the  end  of  each  month: 

(1)  Notify  each  handler  of  his  net 
obligation  pursuant  to  §§  965.60  and 
965.61  and  of  any  adjustments  pursuant 
to  §  965.62 ;  and 

(2)  Report  to  each  cooperative  asso¬ 
ciation  the  amount  and  class  utilization 
of  milk  caused  to  be  delivered  by  such 
association,  either  directly  or  from  pro¬ 
ducers  who  have  authorized  such  asso¬ 
ciation  to  receive  payments  for  them 
under  §  965.73(b),  to  each  handler  to 
whom  the  cooperative  association  sells 
milk.  For  the  purpose  of  this  report 
the  milk  so  received  shall  be  prorated 
to  each  class  in  the  proportions  that 
the  total  receipts  of  milk  from  producers 
by  such  handler  were  used  in  each  class. 

(j)  Prepare  and  disseminate,  for  the 
benefit  of  producers,  consumers,  and 
handlers,  such  statistics  and  information 
concerning  the  operation  of  this  part  as 
do  not  reveal  confidential  information. 

Reports,  Records  and  Facilities 

§  965.30  Monthly  report*  of  receipts  and 
utilization. 

On  or  before  the  10th  day  after  the 
end  of  each  month,  each  handler  shall 
report  for  such  month  to  the  market  ad¬ 
ministrator  for  each  of  his  pool  plants, 
in  the  detail  and  on  forms  prescribed 
by  the  market  administrator  the 
following: 

(a)  The  total  pounds  of  skim  milk  and 
butterfat  contained  in  or  represented  by: 


<1)  Producer  milk; 

(2)  Fluid  milk  products  received  from 
other  pool  plants; 

(3)  Other  source  milk;  and 

(4)  Beginning  and  ending  inventories 
of  fluid  milk  products. 

(b)  The  utilization  of  all  skim  milk 
and  butterfat  required  to  be  reported 
pursuant  to  this  section; 

(c)  Such  other  information  with  re¬ 
spect  to  such  receipts  and  utilization  as 
the  market  administrator  may  prescribe; 

(d)  His  producer  payroll,  which  shall 
show  for  each  producer:  (1)  The  total 
pounds  of  milk  with  the  average  butter¬ 
fat  test  thereof,  (2)  the  amount  of  the 
advance  payment  to  such  producer  made 
pursuant  to  §  965.70  and  the  nature  and 
amount  of  deductions  and  charges  made 
by  the  handler;  and 

(e)  The  name  and  address  of  each 
new  producer. 

§  965.31  Other  reports. 

Each  handler  who  operates  a  fluid 
milk  plant,  which  is  a  nonpool  plant  shall 
make  reports  to  the  market  adminis¬ 
trator  at  such  time  and  in  such  manner 
as  the  market  administrator  may 
request. 

§  965.32  Verification  of  handler  reports. 

Each  handler  shall  make  available  to 
the  market  administrator  or  to  his 
agent,  or  to  such  other  persons  as  the 
Secretary  may  designate,  those  records 
which  are  necessary  for  the  verification 
of  the  information  contained  in  the  re¬ 
ports  submitted  pursuant  to  §§  965.30 
and  965.31,  and  those  facilities  which  are 
necessary  for  the  sampling,  weighing, 
and  testing  of  the  milk  of  each  producer. 

§  965.33  Records  and  facilities. 

Each  handler  required  to  make  reports 
to  the  market  administrator  shall  main¬ 
tain,  and  make  available  to  the  market 
administrator  during  the  usual  hours  of 
business,  such  accounts  and  records  of 
his  operations  and  such  facilities  as  in 
the  opinion  of  the  market  administrator 
are  necessary  to  verify  reports,  or  to 
ascertain  the  correct  information  with 
respect  to  (a)  the  receipts  and  utiliza¬ 
tion  of  all  skim  milk  and  butterfat  re¬ 
ceived,  including  all  milk  products  re¬ 
ceived  and  disposed  of  in  the  same  form ; 
(b)  the  weights  and  tests  for  butterfat, 
and  for  other  contents,  of  all  milk 
and  milk  products  handled;  and  (c) 
payments  to  producers  and  cooperative 
associations. 

§  965.34  Retention  of  records. 

All  books  and  records  required  under 
this  part  to  be  made  available  to  the 
market  administrator  shall  be  retained 
by  the  handler  for  a  period  of  three  years 
to  begin  at  the  end  of  the  calendar 
month  to  which  such  books  and  records 
pertain:  Provided,  That  if,  within  such 
three-year  period,  the  market  adminis¬ 
trator  notifies  a  handler  in  writing  that 
the  retention  of  such  books  and  records, 
or  specified  books  and  records,  is  neces¬ 
sary  in  connection  with  a  proceeding 
under  section  8c(15)(A)  of  the  Act  or 
a  court  action  specified  in  such  notice 
the  handler  shall  retain  such  books  and 
records,  or  specified  books  and  records, 
until  further  written  notification  from 
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the  market  administrator.  In  either 
case,  the  market  administrator  shall  give 
further  written  notification  to  the  han¬ 
dler  promptly  upon  the  termination  of 
the  litigation  or  when  the  records  are 
no  longer  necessary  in  connection 
therewith. 

Classification 

§  965.40  Basis  of  classification. 

The  skim  milk  and  butterfat  which  are 
required  to  be  reported  pursuant  to 
§  965.30(a)  shall  be  classified  by  the 
market  administrator,  subject  to  the 
provisions  of  §§  965.41  through  965.46. 

§  965.41  Classes  of  utilization. 

Subject  to  the  conditions  set  forth  in 
55  965.43  and  965.44,  the  classes  of  uti¬ 
lization  shall  be  as  follows: 

(a)  Class  I  milk.  Class  I  milk  shall 
be  all  skim  milk  and  butterfat  (1)  dis¬ 
posed  of  in  the  form  of  a  fluid  milk  prod¬ 
uct,  except  as  provided  in  paragraph 
(c)  (2)  and  (3)  of  this  section,  and  (2) 
not  accounted  for  as  Class  II  milk  or 
Class  in  milk; 

(b)  Class  II  milk.  Class  II  milk  shall 
be  all  skim  milk  and  butterfat: 

(1)  Used  to  produce  ice  cream,  frozen 
desserts,  ice  cream  and  frozen  dessert 
mixes  (excluding  malted  milk  or  milk 
shake  mixtures  containing  less  than  15 
percent  total  milk  solids) ,  milk  or  skim 
milk  and  cream  mixtures  disposed  of  in 
containers  or  dispensers  under  pressure 
for  the  purpose  of  dispensing  a  whipped 
or  aerated  product,  and  cottage  cheese; 
and 

(2)  Inventories  of  fluid  milk  products; 
and 

(c)  Class  ni  milk.  Class  III  milk  shall 
be  all  skim  milk  and  butterfat  (1)  used 
to  produce  butter,  frozen  cream,  spray 
and  roller  process  nonfat  dry  milk  solids, 
all  cheese  (other  than  cottage  cheese), 
evaporated  and  condensed  milk  (or  skim 
milk)  either  in  bulk  or  hermetically 
sealed  cans,  and  cutlured  mixtures  of 
skim  milk  and  butterfat  to  which  cheese 
or  any  food  susbtance  other  than  a  milk 
product  has  been  added  and  which  con¬ 
tain  butterfat  equal  to  not  more  than  15 
percent  of  the  finished  product;  (2) 
specifically  accounted  for  as  dumped, 
spilled  or  disposed  of  for  animal  feed; 

(3)  disposed  of  in  bulk  as  milk,  skim  milk, 
or  cream  to  any  commercial  food  proc¬ 
essing  establishment  where  food  products 
are  prepared  only  for  consumption  off 
the  premises;  (4)  actual  plant  shrinkage 
allocated  to  producer  milk  pursuant  to 
§  965.42  but  not  in  excess  of  2  percent  of 
such  receipts  of  skim  milk  and  butter¬ 
fat,  respectively;  and  (5)  actual  plant 
shrinkage  allocated  to  other  source  milk 
pursuant  to  §  965.42. 

§  965.42  Shrinkage. 

The  market  administrator  shall  allo¬ 
cate  shrinkage  at  the  handler's  pool 
plant (s)  as  follows: 

(a)  Compute  the  total  shrinkage  of 
skim  milk  and  butterfat,  respectively; 
and 

(b)  Prorate  the  resulting  amounts  be¬ 
tween  the  receipts  of  skim  milk  and  but¬ 
terfat,  respectively,  in  producer  milk 
(including  producer  milk  physically  re¬ 
ceived  as  diverted  milk  frcm  another 
pool  plant  and  excluding  producer  milk 


diverted  to  another  pool  plant)  and 
other  source  milk  received  in  the  form 
of  a  fluid  milk  product  in  bulk. 

§  965.43  Transfers. 

Skim  milk  and  butterfat  disposed  of 
by  a  handler  from  a  pool  plant  shall  be 
classified : 

(a)  As  Class  I  milk  if  transferred  to 
the  pool  plant  of  another  handler  in  the 
form  of  a  fluid  milk  product,  unless: 

(1)  Utilization  in  another  class  is 
claimed  by  the  operators  of  both  plants 
in  their  reports  submitted  pursuant  to 
§  965.30;  and 

(2)  The  receiving  plant  has  utilization 
in  the  claimed  clarification  of  an  equiva¬ 
lent  amount  of  skim  milk  and  butterfat, 
respectively,  after  making  the  assign¬ 
ments  pursuant  to  5  965.46(a)  (1),  (2), 
and  (3)  and  the  corresponding  steps  of 
(b) :  Provided,  That  if  either  or  both 
plants  have  other  source  milk,  the  milk, 
skim  milk  or  cream  so  transferred,  shall 
be  classified  so  as  to  allocate  the  highest- 
valued  use  classification  available  at 
both  plants  to  producer  milk:  And  pro¬ 
vided  further.  That  milk  may  be  trans¬ 
ferred  in  farm  delivery  containers  from 
one  pool  plant  to  another  under  the  con¬ 
ditions  of  this  paragraph  if  both  such 
plants  are  pool  plants  pursuant  to 
§  965.7  (a)  or  eb) ; 

<b)  As  Class  I  milk  if  transferred  or 
diverted  as  milk,  skim  milk  or  cream  in 
fluid  form  to  a  fluid  milk  plant  operated 
by  a  producer-handler. 

(c)  As  Class  I  milk  if  transferred  or 
diverted  as  milk,  skim  milk  or  cream  in 
fluid  form  in  bulk  to  a  nonpool  plant 
unless  : 

(1)  The  handler  claims  classification 
in  another  class  and  furnishes,  on  or 
before  the  10th  day  after  the  end  of  the 
month,  to  the  market  administrator,  a 
statement  signed  by  all  parties  to  the 
transaction  that  such  skim  milk  and 
butterfat  was  used  in  a  lower  priced 
class ; 

(2)  Books  and  records  are  maintained 
for  the  nonpool  plant  showing  utilization 
of  all  skim  milk  and  butterfat  at  such 
plant  which  are  made  available,  if  re¬ 
quested  by  the  market  administrator, 
for  the  verification  of  such  mutually  in¬ 
dicated  utilization;  and 

(3)  An  equivalent  amount  of  skim 
milk  and  butterfat,  respectively,  was 
used  at  such  nonpool  plant  in  the  classi¬ 
fication's)  claimed.  Any  amounts  in 
excess  of  the  actual  use  in  such  claimed 
classification's)  shall  be  assigned  to  the 
next  highest  priced  classification  to  the 
extent  available. 

§  965.44  Responsibility  of  handlers. 

In  establishing  the  classification  as  re¬ 
quired  in  55  965.41  and  965.43,  the  burden 
rests  upon  the  handler  to  account  for 
all  skim  milk  and  butterfat  received  by 
him  and  to  prove  to  the  market  adminis¬ 
trator  that  such  skim  milk  and  butter¬ 
fat,  should  not  be  classified  as  Class  I 
milk. 

§  965.45  Computation  of  skim  milk  and 
butterfat  in  each  class. 

For  each  month  the  market  adminis¬ 
trator  shall  correct  for  mathematical  and 
for  other  obvious  errors  the  reports  of 
receipts  and  utilization  for  the  pool 


plant(s)  of  each  handler  and  shall  com¬ 
pute  the  pounds  of  butterfat  and  skim 
milk  in  Class  I  milk.  Class  II  milk,  and 
Class  in  milk  for  such  handler:  Pro¬ 
vided,  That  if  any  of  the  water  contained 
in  the  milk  from  which  a  product  is  made 
is  removed  before  the  product  is  utilized 
or  disposed  of  by  the  handler,  the  pounds 
of  skim  milk  disposed  of  in  such  product 
shall  be  considered  to  be  an  amount 
equivalent  to  the  nonfat  milk  solids  con¬ 
tained  in  such  product  plus  all  of  the 
water  normally  associated  with  such 
solids  in  the  form  of  whole  milk. 

§  965.46  Allocation  of  skim  milk  and 
butterfat  classified. 

After  making  the  computations  pur¬ 
suant  to  §  965.45,  the  market  adminis¬ 
trator  shall  determine  the  classification 
of  producer  milk  received  at  the  pool 
plant  (s)  of  each  handler  during  the 
month  as  follows : 

(а)  Skim  milk  shall  be  allocated  in  the 

following  manner: 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  III  milk  the  pounds 
of  skim  milk  in  producer  milk  shrinkage 
assigned  to  Class  III  milk  pursuant  to 
§  965.41(c)(4); 

(2)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class,  in 
series  beginning  with  the  lowest-priced 
used  available,  the  pounds  of  skim  milk 
in  other  source  milk  less  the  pounds  sub¬ 
tracted  pursuant  to  subparagraph  i3)  of 
this  paragraph; 

(3)  Subtract  from  the  remaining 
pounds  of  skim  milk:  (i)  In  Class  I  milk, 
the  pounds  of  skim  milk  received  in  the 
form  of  fluid  milk  products  in  consumer 
packages  not  larger  than  one  gallon  if 
such  skim  milk  is  subject  to  the  Class  I 
pricing  provisions  of  another  order 
issued  pursuant  to  the  Act:  Provided, 
That  this  subdivision  shall  not  apply  to 
skim  milk  in  any  product  if  the  same 
product  is  processed  and  packaged  in  the 
same  size  and  type  of  container  in  the 
pool  plant;  and  (ii)  in  each  class,  in 
series  beginning  with  the  lowest-priced 
use  available,  the  pounds  of  skim  milk 
in  other  source  milk  received  in  the  form 
of  a  fluid  milk  product,  excluding  the 
pounds  subtracted  pursuant  to  subdivi¬ 
sion  (i)  of  this  subparagraph,  which  is 
subject  to  the  Class  I  pricing  provisions 
of  an  order  issued  pursuant  to  the  Act; 

(4)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class  the 
skim  milk  in  fluid  milk  products  received  . 
from  other  pool  plants  according  to  the 
classification  determined  pursuant  to 
§§  965.41  and  965.43; 

(5)  Subtract  from  the  remaining 
pounds  of  skim  milk,  in  series  from  Class 
II  milk  and  then  Class  I  milk,  the  pounds 
of  skim  milk  in  inventory  of  fluid  milk 
products  on  hand  at  the  beginning  of  the 
month;  and 

(б)  Add  to  the  pounds  of  skim  milk  re¬ 
maining  in  Class  III  milk  the  skim  milk 
subtracted  pursuant  to  subparagraph  (1) 
of  this  paragraph  and  if  the  remaining 
pounds  of  skim  milk  in  all  classes  exceed 
the  pounds  of  skim  milk  contained  in 
producer  milk,  subtract  such  excess  from 
the  remaining  pounds  of  skim  milk  in 
series  beginning  with  the  lowest -priced 
use  available.  • 
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(b)  Butterfat  shall  be  allocated  in  ac¬ 
cordance  with  the  same  procedure  pre¬ 
scribed  for  skim  milk  in  paragraph  (a) 
of  this  section. 

•  Minimum  Prices 
§965.50  Basic  formula  price. 

The  basic  formula  price  per  hundred¬ 
weight  of  milk*  to  be  used  in  computing 
the  minimum  price  for  Class  I  milk  shall 
he  the  higher  of  the  prices  computed  by 
the  market  administrator  pursuant  to 
paragraphs  (a)  and  (b)  of  this  section: 

(a)  The  average  of  the  basic  (or  field) 
prices  per  hundredweight  ascertained  to 
have  been  paid,  or  to  be  paid,  for  milk  of 
3.5  percent  butterfat  content  received 
from  farmers  during  such  month  at  the 
following  plants  or  places  for  which 
prices  are  reported  to  the  market  admin¬ 
istrator  or  to  the  United  States  Depart¬ 
ment  of  Agriculture : 

Company  and  Location  { 

Borden  Co.,  New  London,  Wis. 

Borden  Co.,  Orfordville,  Wls. 

Carnation  Co.,  Oconomowoc,  Wis. 

Carnation  Co.,  Richland  Center,  Wis. 

Carnation  Co.,  Sparta,  Mich. 

Pet  Milk  Co.,  Belleville,  Wis. 

Pet  Milk  Co.,  Coopersville,  Mich. 

Pet  Milk  Co.,  New  Glarus,  Wis. 

Pet  Milk  Co.,  Wayland,  Mich. 

White  House  Milk  Co..  Manitowoc,  Wis. 

White  House  Milk  Co.,  West  Bend,  Wis. 

(b)  The  price  per  hundredweight 
computed  by  adding  together  the  plus 
amounts  calculated  pursuant  to  sub- 
paragraphs  (1)  and  (2)  of  this 
paragraph : 

(1)  Multiply  the  Chicago  butter  price 
by  4.2; 

(2)  From  the  average  of  carlot  prices 
per  pound  for  nonfat  dry  milk,  spray 
process,  for  human  consumption  f.o.b. 
manufacturing  plants  in  the  Chicago 
area,  as  published  for  the  period  from 
the  26th  of  the  immediately  preceding 
month  through  the  25th  day  of  the  cur¬ 
rent  month  by  the  United  States  De¬ 
partment  of  Agriculture,  deduct  6.4  cents 
and  multiply  the  result  by  8.2. 

§965.51  Class  prices. 

Subject  to  the  provisions  of  §  965.52 
and  §  965.53,  the  class  prices  for  milk  per 
hundredweight  for  the  month  shall  be 
determined  by  the  market  administrator 
as  follows : 

(a)  Class  I  milk.  The  price  for  Class 
I  milk  shall  be  the  basic  formula  price 
for  the  preceding  month  plus  $1.30,  plus 
or  minus  a  “supply-demand  adjustment” 
of  not  more  than  50  cents  computed  as 
follows: 

(1)  Divide  the  total  gross  pounds  of 
Class  I  milk  set  forth  in  §  965.41  (ad¬ 
justed  to  eliminate  duplications  due  to 
interhandler  transfers)  in  the  second 
and  third  months  preceding  by  the  total 
pounds  of  producer  milk  for  the  same 
months,  multiply  the  result  by  100,  and 
round  to  the  nearest  whole  number.  The 
result  shall  be  known  as  the  “Class  I 
utilization  percentage”; 

(2)  For  each  full  percentage  point 
that  the  Class  I  utilization  percentage  is 
above  the  applicable  maximum  base  per¬ 
centage  listed  below  increase  the  ClassrI 
Price  differential  by  three  cents;  and  for 
each  full  percentage  point  that  the  Class 


I  utilization  percentage  is  below  the  ap¬ 
plicable  minimum  base  percentage  listed 
below  decrease  such  differential  by  three 
cents:  Provided,  That  the  Class  I  differ- 
tial  adjusted  pursuant  to  this  subpara¬ 
graph  for  the  month  of  June  shall  not  be 
higher  than  such  adjusted  differential 
for  the  immediately  preceding  month  of 
May;  and  that  the  Class  I  differential 
so  adjusted  for  the  month  of  January 
shall  not  be  less  than  the  adjusted  dif¬ 
ferential  for  the  immediately  preceding 
month  of  December. 


Base  utilization 

Month  for  which  price  is 

percentages 

bein'.'  computed 

Minimum 

Maximum 

January . , . . 

67 

69 

February . - . 

66 

68 

March . . 

66 

68 

April . . . 

67 

69 

May . 

63 

65 

June . . . 

60 

62 

July . 

53 

55 

August . . . - . - 

40 

51 

September . 

48 

50 

October . . 

51 

53 

November . 

58 

60 

December _ _ . 

63 

65 

(b)  Class  II  milk.  The  price  for  Class 

II  milk  shall  be  the  sum  of  the  plus 
adjustments  computed  pursuant  to  sub- 
paragraphs  (1)  and  (2)  of  this  para¬ 
graph  : 

(1)  Multiply  the  Chicago  butter  price 
by  4.13;  and 

(2)  From  the  average  price  for  nonfat 
dry  milk  spray  process,  described  in  para¬ 
graph  (b)  (2)  of  §  965.50,  deduct  5.5  cents 
and  multiply  the  result  by  8.2. 

(c)  Class  III  milk.  The  price  for  Class 

III  milk  during  each  of  the  months  of 
March  through  August  shall  be  the  price 
computed  pursuant  to  subparagraph  (1) 
of  this  paragraph;  and  the  price  for 
Class  III  milk  during  each  of  the  months 
of  September  through  February  shall  be 
the  same  as  the  Class  n  price; 

(1)  The  simple  average,  as  computed 
by  the  market  administrator  of  the  basic 
(or  field)  prices  per  hundredweight  as¬ 
certained  to  have  beep  paid  for  milk  of 
3.5  percent  butterfat  content  received 
from  farmers  during  the  month  at  the 
following  plants: 

M.'and  R.  Dietetic  Laboratories,  Inc.,  Chil- 
licothe,  Ohio. 

Carnation  Milk  Co.,  Hillsboro,  Ohio. 

Nestles  Milk  Products,  Inc.,  Greenville, 
Ohio. 

Nestles  Milk  Products,  Inc.  (Osgood  Milk 
Co.),  Osgood,  Ind. 

Carnation  Milk  Co.,  Maysvllle,  Ky. 

§  965.52  Butterfat  differentials  to  han- 
dlers. 

If  the  weighted  average  butterfat  test 
of  producer  milk  which  is  classified  in 
any  class,  respectively,  for  any  handler, 
is  more  or  less  than  3.5  percent  there 
shall  be  added  to,  or  subtracted  from,  as 
the  case  may  be,  the  price  for  such  class, 
for  each  one-tenth  of  one  percent  that 
such  weighted  average  butterfat  test  is 
above  or  below. 3.5  percent,  a  butterfat 
differential  calculated  by  the  market  ad¬ 
ministrator  as  follows: 

(a)  Class  I  milk.  Add  1.25  cents  to  the 
butterfat  differential  for  Class  n  milk 
for  the  preceding  month; 


(b)  Class  II  milk.  Multiply  the  Chi¬ 
cago  butter  price  by  118,  subtract  there¬ 
from  the  amount  computed  pursuant  to 
§  965.51(b)  (2)  and  divide  the  result  by 
1000 ;  and 

(c)  Class  III  milk.  Multiply  the  Chi¬ 
cago  butter  price  less  5.0  cents  by  120, 
subtract  therefrom  the  amount  com¬ 
puted  pursuant  to  §  965.50(b)  (2)  and 
divide  the  result  by  1000:  Provided,  That 
for  each  of  the  months  of  September 
through  February,  the  butterfat  dif¬ 
ferential  for  Class  III  milk  other  than 
that  used  to  produce  butter  shall  be  the 
same  as  the  butterfat  differential  for 
Class  II  milk  for  such  month. 

§  965.53  Locution  differentials  to  han¬ 
dlers. 

For  that  skim  milk  and  butterfat  in 
producer  milk  received  at  a  pool  plant 
located  30  or  more  miles  by  the  shortest 
highway  distance  from  the  City  Hall  in 
Cincinnati,  Ohio,  as  determined  by  the 
market  administrator,  and  which  is  4h) 
moved  in  the  form  of  a  fluid  milk  product 
or  as  condensed  skim  milk  or  frozen 
cream  to  a  pool  plant  located  less  than 
30  miles  from  the  City  Hall  in  Cincinnati, 
Ohio,  or  (b)  otherwise  disposed  of  or 
utilized  as  Class  I  or  Class  II  milk  at  such 
plant,  the  handlers  obligation  pursuant 
to  §  965.60,  subject  to  the  proviso  of  this 
section,  shall  be  reduced  at  the  rate  set 
forth  in  the  following  schedule  according 
to  the  location  of  the  pool  plant  where 
such  skim  milk  and  butterfat  are  re¬ 
ceived  from  producers  as  follows: 


Rate  per 

Distance  from  City  Hall  hundredioeight 
(miles) :  (cents) 

30  but  less  than  40 _ _* _  6.  0 

40  but  less  than  50 _  8.  0 

50  but  less  than  60 _  10.  0 


For  each  additional  10  miles  or  frac¬ 
tion  thereof  an  additional _  1.  5 

Provided,  That  in  the  case  of  transfers 
made  under  paragraph  (a)  of  this  sec¬ 
tion,  the  location  differential  credit  (1) 
shall  apply  to  the  actual  weight  of  the 
skim 'milk  and  butterfat  moved,  which 
weight  shall  not  exceed  the  difference 
calculated  by  subtracting  from  the  total 
pounds  of  skim  milk  and  butterfat  in 
Class  I  milk  and  Class  n  milk  at  the 
transferee’s  plant  the  total  skim  milk 
and  butterfat  in  producer  milk  physically 
received  at  such  plant,  and  (2)  shall  be 
allowed  to  the  transferee-handler  if  such 
credit  does  not  exceed  the  obligation  of 
such  handler  to  the  producer-settlement 
fund  for  the  month. 

§  965.54  Use  of  equivalent  prices. 

If  for  any  reason  a  price  quotation 
required  by  this  part  for  computing  class 
prices  or  for  other  purposes  is  not  avail¬ 
able  in  the  manner  described,  the  mar¬ 
ket  administrator  shall  use  a  price 
determined  by  the  Secretary  to  be  equiv¬ 
alent  to  the  price  which  is  required. 

Computation  of  Uniform  Price 
§  965.60  Net  obligation  of  each  handler. 

The  net  obligation  of  each  handler  for 
producer  milk  for  the  month  shall  be 
a  sum  of  money  computed  by  the  mar¬ 
ket  administrator  as  follows: 
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(a)  Multiply  the  pounds  of  producer 
milk  in  each  class  by  the  applicable  class 
price  and  add  together  the  resulting 
amounts; 

(b)  Subtract  the  location  differential 
credits  pursuant  to  §  965.53; 

(c)  Add  the  amounts  computed  by 
multiplying  the  pounds  of  overage  de¬ 
ducted  from  each  class  pursuant  to 
§  965.46(a)  (6)  and  the  corresponding 
step  of  (b)  by  the  applicable  class  price; 

(d)  Add  the  amount  computed  by 
multiplying  the  difference  between  the 
applicable  Class  n  price  for  the  preced¬ 
ing  month  and  the  applicable  Class  I 
price  for  the  current  month  by  the 
pounds  of  milk  in  inventory  subtracted 
from  Class  I  milk  pursuant  to  §  965.46 

(a)  (5)  and  the  corresponding  step  of 

(b)  ;  and 

(e)  Add  an  amount  computed  by  mul¬ 
tiplying  the  pounds  of  other  source  milk 
subtracted  from  Class  I  milk  and  Class 
II  milk  pursuant  to  §  965.46(a)  (2)  and 
the  corresponding  step  of  (b)  by  the  dif¬ 
ference  between  the  price  for  milk  (of 
the  same  butterfat  content)  in  the  class 
from  which  subtracted  and  the  price 
computed  pursuant  to  1  965.50(b),  ad¬ 
justed  to  the  same  test  by  the  Class  in 
butterfat  differential  (other  than  but¬ 
ter)  :  Provided,  That  for  any-  month 
when  the  aggregate  utilization  of  Class  I 
milk  for  all  handlers  at  pool  plants  is  90 
percent  or  more  of  producer  milk,  no  ob¬ 
ligations  shall  be  incurred  pursuant  to: 
(1)  This  paragraph,  (2)  paragraph  (d) 
of  this  section  on  milk  which  is  in  excess 
of  producer  milk  classified  as  Class  n 
milk  for  the  preceding  month,  or  (3) 

§  965.61. 

§  695.61  Handlers  operating  nonpool 
fluid  milk  plants. 

On  or  before  the  17th  day  after  the 
end  of  each  month,  each  handler,  ex¬ 
cept  a  producer-handler,  operating  a 
nonpool  fluid  milk  plant  shall  pay  to  the 
market  administrator  the  amounts  com¬ 
puted  pursuant  to  paragraph  (a)  of  this 
section,  unless  the  handler  elects  at  the 
time  of  reporting  pursuant  to  §  965.31  to 
pay  the  amounts  computed  pursuant  to 
paragraph  (b)  of  this  section; 

(a)  An  amount: 

( 1 )  For  deposit  to  the  producer-settle¬ 
ment  fund  determined  by  multiplying 
the  hundredweight  of  milk  disposed  of 
as  Class  I  milk  from  such  plant  on  routes 
from  which  milk  is  disposed  of  within 
the  marketing  area  (less  the  hundred¬ 
weight  of  any  Class  I  milk  purchased  by 
such  handler  during  the  month  from  a 
pool  plant) ,  by  the  amount  by  which  the 
price  of  Class  I  milk  computed  pursuant 
to  §§  965.51,  965.52,  and  965.53,  exceeds 
the  price  computed  pursuant  to  §965.- 
50(b)  adjusted  by  the  Class  III  butter¬ 
fat  differential  (other  than  butter) ;  and 
*  (2)  For  administrative  assessment, 

equal  to  the  rate  specified  in  §  965.76 
multiplied  by  the  hundredweight  of  such 
Class  I  skim  milk  and  butterfat  disposed 
of  on  routes  from  which  Class  I  milk 
is  disposed  of  within  the  marketing  area, 
unless  an  administrative  assessment  is 
applied  to  milk  at  such  nonpool  plant 
pursuant  to  another  order  issued  pur¬ 
suant  to  the  Act  on  the  same  basis  as 
plants  fully  regulated  by  such  other 
order;  or 


(b)  An  amount: 

(1)  For  deposit  to  the  producer-settle¬ 
ment  fund,  equal  to  any  plus  amount  re¬ 
maining  after  deducting  the  amounts 
computed  under  subdivisions  (i)  and  (ii) 
of  this  subparagraph  from  the  obligation 
that  would  have  been  computed  pursuant 
to  §  965.60  for  such  nonpool  plant,  had 
such  plant  been  a  pool  plant: 

(1)  The  gross  payments  made  on  or 
before  the  17th  day  after  the  end  of  the 
month  for  milk  received  at  such  nonpool 
plant  during  the  month  from  daily 
farmers  who  produce  milk  in  compliance 
with  the  Grade  A  inspection  require¬ 
ments  of  a  duly  constituted  health 
authority;  and 

(ii)  Any  payments  to  the  producer- 
settlement  fund  under  other  orders  is¬ 
sued  pursuant  to  the  Act  applicable  to 
milk  handled  at  such  plant  during  the 
month  as  a  partially  regulated  plant 
under  such  other  orders; 

(2)  For  administrative  assessment, 
equal  to  the  amount  which  would  have 
been  computed  pursuant  to  §  965.76  if 
such  nonpool  plant  were  a  pool  plant 
during  the  month:  Provided,  That  such 
amount  shall  be  reduced  by  any  amount 
paid  as  an  administrative  expense  assess¬ 
ment  determined  on  the  basis  of  Class  I 
milk  disposed  of  on  routes  in  other 
marketing  areas,  pursuant  to  the  terms 
of  other  orders  issued  pursuant  to  the 
Act :  And  provided  further.  That  if  less 
Class  I  milk  is  disposed  of  from  such 
nonpool  plant  on  routes  in  the  Greater 
Cincinnati  marketing  area  than  is  dis¬ 
posed  of  on  routes  in  another  marketing 
area  as  defined  in  an  order  issued  pur¬ 
suant  to  the  Act,  and  if  an  administrative 
expense  assessment  is  applied  at  such 
nonpool  plant  as  if  a  fully  regulated 
plant  pursuant  to  the  terms  of  the  order 
for  the  marketing  area  where  the  vol¬ 
ume  of  Class  I  milk  disposed  of  from 
such  nonpool  plant  is  greatest,  no  ad¬ 
ministrative  expense  assessment  shall  be 
applicable  under  this  order. 

§  965.62  Correction  of  errors. 

Whenever  audit  by  the  market  ad¬ 
ministrator  of  any  handler’s  reports, 
books,  records,  or  accounts  discloses  ad¬ 
justments  to  be  made,  for  ar.y  reason, 
which  result  in  monies  due  (a)  the  mar¬ 
ket  administrator  from  such  handler, 
(b)  such  handler  from  the  market  ad¬ 
ministrator,  or  (c)  any  producer  or  co¬ 
operative  association  from  such  handler, 
the  market  administrator  shall  promptly 
notify  such  handler  of  any  such  amount 
due,  and  payment  thereof  shall  be  made 
on  or  before  the  next  date  for  making 
payment  set  forth  in  the  provision  under 
which  such  error  occurred,  following  the 
5th  day  after  such  notice. 

§  965.63  Computation  of  uniform 
prices. 

For  each  month,  the  market  adminis¬ 
trator  shall  compute  the  uniform  price 
per  hundredweight  of  producer  milk  of 
3.5  percent  butterfat  content  as  follows: 

(a)  Add  together  the  values  of  milk 
as  computed  pursuant  to  §  965.60  for 
handlers  other  than  those  in  arrears  in 
payment  (other  than  in  payment  for 
any  amount  pursuant  to  §  965.62)  to  the 
producer-settlement  fund  as  required  by 
§  965.72  for  the  preceding  month; 


(b)  Subtract,  if  the  weighted  average 
butterfat  test  of  all  producer  milk  repre¬ 
sented  in  the  sum  computed  under  para¬ 
graph  (a)  of  this  section  is  greater  than 
3.5  percent,  or  add,  if  the  weighted  aver¬ 
age  butterfat  test  of  such  milk  is  less 
than  3.5  percent,  an  amount  computed  as 
follows:  Multiply  the  hundredweight 
of  such  milk  by  the  dif^rence  of  its 
weighted  average  butterfat  test  from  3.5 
percent,  and  multiply  the  resulting 
amount  by  the  butterfat  differential 
computed  pursuant  to  §  965.74  times  10; 

(c)  Subtract  for  each  of  the  months 
of  April,  May,  June,  and  July  an  amount 
computed  by  multiplying  the  total  hun¬ 
dredweight  of  milk  received  from  pro¬ 
ducers  during  such  month  by  the  follow¬ 
ing  amounts:  30  cents  in  April;  35  cents 
in  May  and  June;  and  20  cents  in  July; 

(d)  Add  for  each  of  the  months  of 
September,  October,  November,  and  De¬ 
cember  an  amount  computed  by  dividing 
by  four  the  total  amount  of  the  obligated 
balance  in  the  producer-settlement  fund 
pursuant  to  §  965.71(b)  on  September 
30  of  such  year; 

(e)  Add  the  sums  of  the  values  of  the 
location  differentials  allowable  pursuant 
to  §  965.75; 

(f )  Add  the  unobligated  balance  in  the 
producer-settlement  fund ; 

(g)  Divide  by  the  total  hundredweight 
of  producer  milk  pooled  pursuant  to 
paragraph  (a)  of  this  section;  and 

(h)  Subtract  not  less  than  four  cents 
or  more  than  five  cents  per  hundred¬ 
weight. 

Payments  for  Milk 
§  965.70  Payments  to  producers. 

On  or  before  the  5th  day  after  the 
end  of  each  month,  each  handler  shall 
pay  to  each  producer  $1.00  per  hundred¬ 
weight  of  milk  received  from  such  pro¬ 
ducer  during  the  month:  Provided,  That 
in  the  event  the  total  amount  of  deduc¬ 
tions  and  charges  authorized  by  any 
producer  against  payments  due  such 
producer  for  the  month  next  preceding 
is  greater  than  the  payment  computed 
for  such  producer  pursuant  to  §  965.73(a) 
with  respect  to  the  milk  received  from 
such  producer  during  such  preceding 
month,  the  handler  may  deduct  from  the 
payment  required  by  this  section  a  sum 
equal  to  the  difference  between  such 
amounts. 

§  965.71  Producer-settlement  fund. 

The  market  administrator  shall  estab¬ 
lish  and  maintain  a  separate  fund, 
known  as  the  “producer-settlement 
fund”,  which  shall  function  as  follows: 

(a)  All  payments  made  by  handlers 
pursuant  to  §§  965.61(a)  (1)  and  (b)(1) 
and  965.72  shall  be  deposited  in  this  fund, 
and  all  payments  made  pursuant  to 
§  965.73  shall  be  made  out  of  this  fund; 

(b)  All  amounts  subtracted  pursuant 
to  §  965.63(c)  shall  be  deposited  in  this 
fund  and  shall  remain  therein  as  an  ob¬ 
ligated  balance  until  withdrawn  for  the 
purpose  of  effectuating  §  965.63(d);  and 

(c)  The  difference  between  the 
amount  added  pursuant  to  §  965.63(f) 
and  the  amount  resulting  from  the  sub¬ 
traction  pursuant  to  §  965.63(h)  shall  be 
deposited  in,  or  withdrawn  from,  this 
fund,  as  the  case  may  be. 
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§  965.72  Payments  to  producer-settle¬ 
ment  fund. 

On  or  before  the  17th  day  after  the  end 
of  each  month,  each  handler  shall  pay 
to  the  market  administrator  his  obliga¬ 
tion  for  milk  for  such  month  of  which  he 
is  notified  pursuant  to  §  965.22(1)  (1)  less 
the  amount  paid  out  to  each  producer  in 
accordance  with  §  965.70,  and  less  the 
amount  of  the  deductions  and  charges 
authorized  by  such  producer  which  are 
itemized  on  the  handler’s  producer  pay¬ 
roll:  Provided,  That  in  the  calculation 
of  the  total  amount  of  such  deductions 
and  charges  to  be  subtracted,  the  deduc¬ 
tions  and  charges  to  be  considered  with 
respect  to  each  individual  producer  shall 
not  be  greater  than  an  amount  which, 
when  added  to  the  payment  made  to  such 
producer  in  accordance  with  §  965.70  (in¬ 
clusive  of  the  deductions  and  charges  au¬ 
thorized  by  §  965.70)  will  not  exceed  the 
total  value  of  the  milk  received  from 
such  producer. 

§  965.73  Payments  from  producer-set¬ 
tlement  fund. 

(a)  The  market  administrator  shall 
compute  the  payment  due  each  producer 
for  milk  received  during  the  month 
from  such  producer  by  a  handler(s)  who 
made  the  payments  for  such  month  pur¬ 
suant  to  5  965.72,  by  multiplying  the 
hundredweight  of  such  milk  by  the  uni¬ 
form  price  computed  pursuant  to 
§  965.63  adjusted  by  the  location  differ¬ 
ential  pursuant  to  §  965.75  and  the  but- 
terfat  differential  pursuant  to  §  965.74, 
and  subtracting  any  charges  and  deduc¬ 
tions  made  pursuant  to  §  965.72. 

(b)  On  or  before  the  20th  day  after 
the  end  of  each  month,  the  market  ad¬ 
ministrator  shall  pay,  subject  to  the 
provisions  of  §  965.77 : 

(1)  Direct  to  each  producer  who  has 
not  authorized  a  cooperative  association 
to  receive  payments  for  such  producer, 
the  amount  of  the  payment  calculated 
for  such  producer  pursuant  to  paragraph 

(a)  of  this  section;  and 

(2)  To  each  cooperative  association 
authorized  to  receive  payments  due  pro¬ 
ducers  who  market  their  milk  through 
such  cooperative  association,  the  aggre¬ 
gate  of  payments  calculated  pursuant  to 
paragraph  (a)  of  this  section,  for  all 
producers  certified  to  the  market  admin¬ 
istrator  by  such  cooperative  association 
as  having  authorized  such  cooperative 
association  to  receive  such  payments. 

§  965.74  Butterfat  differential  to  pro¬ 
ducers. 

In  computing  the  payments  due  each 
producer  for  milk  pursuant  to  §  965.73, 
there  shall  be  added  to  or  subtracted 
from  the  uniform  price  per  hundred¬ 
weight  for  each  one-tenth  of  one  per¬ 
cent  of  butterfat  content  in  such  milk 
above  or  below  3.5  percent,  as  the  case 
may  be,  a  butterfat  differential  com¬ 
puted  by  the  market  administrator  as 
follows: 

(a)  Compute  the  percentage  of  the 
total  butterfat  in  producer  milk  assigned 
to  each  class  pursuant  to  §  965.46; 

(b)  Multiply  each  such  percentage 
figure  by  the  butterfat  differential  for 
the  respective  class  pursuant  to  §  965.52; 
and 
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(c)  Add  into  one  total  the  value  ob¬ 
tained  in  paragraph  (b)  of  this  section, 
rounding  off  the  result  to  the  nearest 
even  one-tenth  cent. 

§  965.75  Location  differentials  to  pro¬ 
ducers. 

In  computing  the  payment  due  each 
producer  pursuant  to  §  965.73,  the  uni¬ 
form  price  for  producer  milk  at  a  pool 
plant  located  30  or  more  miles  by  the 
shortest  hard  surfaced  highway  distance 
from  the  City  Hall  in  Cincinnati,  Ohio, 
as  determined  by  the  market  adminis¬ 
trator,  shall  be  reduced  at  the  rate  set 
forth  in  the  following  schedule  accord¬ 


ing  to  the  location  of  the  pool  plant 
where  such  milk  is  received  from 
producers : 

Rate  per 

Distance  from  the  hundredweight 

City  Hall  (miles) :  (cents) 

30  but  less  than  40 _  6. 0 

40  but  less  than  50 _  8.0 

60  but  less  than  60 _  10. 0 

Each  additional  10  miles  or  fraction 

thereof  an  additional _  '1.8 


§  965.76  Expense  of  administration. 

As  his  pro  rata  share  of  the  expense 
incurred  in  the  maintenance  and 
functioning  of  the  office  of  the  market 
adminstrator  and  in  the  performance  of 
the  duties  of  the  market  administrator, 
each  handler  shall  pay  to  the  market 
adminstrator,  on  or  before  the  17th  day 
after  the  end  of  each  month,  two  cents 
per  hundredweight  or  such  lesser  amount 
as  the  Secretary  may  fr.,m  time  to  time 
prescribe,  with  respect  to:  (a)  all  pro¬ 
ducer  milk  received  during  the  month; 
and  (b)  other  source  milk  as  allocated 
to  Class  I  during  the  month  pursuant  to 
§  965.46  excluding  other  source  milk  on 
which  an  administrative  assessment  1s 
payable  pursuant  to  another  Federal 
order.  A  handler  operating  a  fluid  milk 
plant  which  is  a  nonpool  plant  shall  pay 
administrative  assessments  pursuant  to 
§  965.61. 

§  965.77  Marketing  services. 

The  market  administrator  shall  de¬ 
duct  an  amount  not  exceeding  six  cents 
per  hundredweight  (the  exact  amount 
to  be  determined  by  the  market  adminis¬ 
trator)  from  the  payments  made  pursu¬ 
ant  to  §  965.73(b),  with  respect  to  the 
milk  of  those  producers  for  whom  the 
marketing  services  set  forth  in  paragraph 
(b)  of  this  section  are  not  being  per¬ 
formed  by  a  cooperative  association 
which  the  Secretary  determines  to  be 
qualified  under  the  provisions  of  the 
act  of  Congress  of  February  18,  1922,  as 
amended,  known  as  the  “Capper-Vol- 
stead  Act”,  for  the  purpose  of  perform¬ 
ing  the  services  set  forth  in  paragraph 
(b)  of  this  section. 

(b)  The  moneys  received  by  the 
market  administrator  pursuant  to  para¬ 
graph  (a)  of  this  section  shall  be  ex¬ 
pended  by  the  market  administrator  for 
market  information  to,  and  for  the  veri¬ 
fication  of  weights,  samples,  and  tests  of 
milk  of,  producers  for  whom  a  coopera¬ 
tive  association,  as  described  in  para¬ 
graph  (a)  of  this  section,  is  not 
performing  the  same  services  on  a  com¬ 
parable  basis,  as  determined  by  the 
market  administrator,  subject  to  review 
of  the  Secretary. 


12475 

§  965.78  Termination  of  obligation. 

(a)  The  obligation  of  any  handler  to 
pay  money  required  to  be  paid  under  the 
terms  of  this  part  shall,  except  as  pro¬ 
vided  in  paragraphs  (b)  and  (c)  of  this 
section,  terminate  two  years  after  the 
last  day  of  the  calendar  month  during 
which  the  market  administrator  receives 
the  handler’s  utilization  report  on  the 
milk  involved  in  such  obligation,  unless 
within  such  two-year  period  the  market 
administrator  notifies  the  handler  in 
writing  that  such  money  is  due  and  pay¬ 
able.  Service  of  such  notice  shall  be 
complete  upon  mailing  to  the  handler’s 
last  known  address  and  it  shall  contain, 
but  need' not  be  limited  to,  the  following 
information :  . 

(1)  The  amount  of  the  obligation; 

(2)  The  month(s)  during  which  the 
milk,  with  respect  to  which  the  obligation 
exists,  was  received  or  handled ;  and 

(3)  If  the  obligation  is  payable  to  one 
or  more  producers  or  to  a  cooperative  as¬ 
sociation,  the  name  of  such  producers  or 
cooperative  association,  or  if  the  obliga¬ 
tion  is  payable  to  the  market  adminis¬ 
trator,  the  account  for  which  it  is  to  be 
paid. 

(b)  If  a  handler  fails  or  refuses,  with 
respect  to  any  obligation  under  this  part, 
to  make  available  to  the  market  admin¬ 
istrator  or  his  representatives  all  books 
and  records  required  by  this  part  to  be 
made  available,  the  market  administra¬ 
tor  may  within  the  two-year  period  pro¬ 
vided  for  in  paragraph  (a)  of  this  sec¬ 
tion,  notify  the  handler  in  writing  of  such 
failure  or  refusal.  If  the  market  admin¬ 
istrator  so  notifies  a  handler,  the  said 
two-year  period  with  respect  to  such  ob¬ 
ligation  shall  not  begin  to  run  until  the 
first  day  of  the  calendar  month  follow¬ 
ing  the  month  during  which  such  books 
and  records  pertaining  to  such  obligation 
are  made  available  to  the  market  admin¬ 
istrator  or  his  representatives. 

(c)  Notwithstanding  the  provisions  of 
paragraphs  (a)  and  (b)  of  this  section, 
a  handler’s  obligation  under  this  part  to 
pay  money  shall  not  be  terminated  with 
respect  to  any  transaction  involving 
fraud  or  willful  concealment  of  a  fact, 
material  to  the  obligation,  on  the  part 
of  the  handler  against  whom  the  obliga¬ 
tion  is  sought  to  be  imposed. 

(d)  Any  obligation  on  the  part  of  the 
market  administrator  to  pay  a  handler 
any  money  which  such  handler  claims  to 
be  due  him  under  the  terms  of  this  part, 
shall  terminate  two  years  after  the  end 
of  the  calendar  month  during  which  milk 
involved  in  the  claim  was  received  if  an 
underpayment  is  claimed,  or  two  years 
after  the  end  of  the  calendar  month  dur¬ 
ing  which  the  payment  (including  de¬ 
duction  or  set-off  by  the  market  admin¬ 
istrator)  was  made  by  the  handler  if  a 
refund  on  such  payment  is  claimed,  un¬ 
less  such  handler,  within  the  applicable 
period  of  time,  files,  pursuant  to  section 
8c(15)  (A)  of  the  act,  a  petition  claiming 
such  money. 

Effective  Time,  Suspension  or 
Termination 

§  965.80  Effective  time. 

The  provisions  of  this  part,  or  any 
amendments  to  this  part  shall  become 
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effective  at  such  time  as  the  Secretary 
may  declare  and  shall  continue  in  force 
until  suspended  or  terminated. 

§  965.81  Suspension  or  termination. 

Any  or  all  provisions  of  this  part,  or 
amendments  to  this  part,  shall  be  sus¬ 
pended  or  terminated  as  to  any  or  all 
handlers  after  such  reasonable  notice  as 
the  Secretary  may  give,  and  shall  termi¬ 
nate  in  any  event,  whenever  the  provi¬ 
sions  of  the  act  authorizing  it  cease  to 
be  in  effect. 

§  965.82  Continuing  power  and  duty  .of 
the  market  administrator.  , 

If  upon  the  suspension  or  termination 
of  any  or  all  provisions  of  this  part,  there 
are  any  obligations  arising  under  this 
part,  the  final  accrual  or  ascertainment 
of  which  requires  further  acts  by  any 
handler,  by  the  market  administrator,  or 
by  any  other  person,  the  power  and  duty 
to  perform  such  further  acts  shall  con¬ 
tinue  notwithstanding  such  suspension 
or  termination:  Provided,  That  any  such 
acts  required  to  be  performed  by  the 
market  administrator  shall,  if  the  Sec¬ 
retary  so  directs,  be  performed  by  such 
other  person,  persons,  or  agency  as  the 
Secretary  may  designate.  The  market 
administrator,  or  such  other  person  as 
the  Secretary  may  designate,  shall  con¬ 
tinue  in  such  capacity  until  removed  by 
the  Secretary,  account  from  time  to  time 
for  all  receipts  and  disbursements  and, 
when  so  directed  by  the  Secretary,  de¬ 
liver  all  funds  on  hand,  together  with 
the  books  and  records  of  the  market  ad¬ 
ministrator,  or  such  other  person  to  such 
person  as  the  Secretary  shall  direct,  and 
execute,  if  so  directed  by  the  Secretary, 
such  assignments  or  other  instruments 
necessary  or  appropriate  to  vest  in  such 
person  full  title  to  all  funds,  property, 
and  claims  vested  in  the  market  admin¬ 
istrator  or  such  person  pursuant  thereto. 

§  965.83  Liquidation  after  suspension  or 
termination. 

Upon  the  suspension  or  termination  of 
any  or  all  provisions  of  this  part  the 
market  administrator,  or  such  person  as 
the  Secretary  may  designate,  shall,  if  so 
directed  by  the  Secretary,  liquidate  the 
business  of  the  market  administrator’s 
office  and  dispose  of  all  funds  and  prop¬ 
erty  then  in  his  possession  or  under  his 
control  together  with  claims  for  any 
funds  which  are  unpaid  or  owing  at  the 
time  of  such  suspension  or  termination. 
Any  funds  collected  pursuant  to  the  pro¬ 
visions  of  this  part,  over  and  above  the 
amount  necessary  to  meet  outstanding 
obligations  and  the  expense  necessarily 
incurred  by  the  market  administrator  or 
such  person  in  liquidating  and  distribut¬ 
ing  such  funds,  shall  be  distributed  to  the 
contributing  handlers  and  producers  in 
an  equitable  manner. 

Miscellaneous  Provisions 
§  965.90  Agents. 

The  Secretary  may,  by  designation  in 
writing,  name  any  officer  or  employee  of 
the  United  States  to  act  as  his  agent 
or  representative  in  connection  with  any 
of  the  provisions  of  this  part. 


§  965.91  Separability  of  provisions. 

If  any  provision  of  this  part,  or  its  ap¬ 
plication  to  any  person  or  circumstances, 
is  held  invalid  the  application  of  such 
provision,  and  of  the  remaining  provi¬ 
sions  of  this  part,  to  other  persons  or 
circumstances  shall  not  be  affected 
thereby. 

§  965.92  Plants  subject  to  other  Federal 
orders. 

The  provisions  of  this  part  shall  not 
apply  to  a  fluid  milk  plant  or  a  supply 
plant  during  any  month  in  which  the 
milk  at  such  plant  would  be  subject  to 
the  classification  and  pricing  provisions 
of  another  order  issued  pursant  to  the 
act  unless  such  plant  meets  the  require¬ 
ments  for  a  pool  plant  pursuant  to  §  965.7 
and  a  greater  volume  of  fluid  milk  prod¬ 
ucts  is  disposed  of  from  such  plant  to 
pool  plants  and  to  retail  or  wholesale 
outlets  located  in  the  Greater  Cincin¬ 
nati  marketing  area  than  in  the  market¬ 
ing  area  regulated  pursuant  to  such 
other  order  during  the  current  month 
and  each  of  the  three  months,  immedi¬ 
ately  preceding:  Provided,  That  the  op¬ 
erator  of  a  fluid  milk  plant  or  a  supply 
plant  which  is  exempted  from  the  provi¬ 
sions  of  this  order  pursuant  to  this  sec¬ 
tion  shall,  with  respect  to  the  total 
receipts  and  utilization  or  disposition  of 
skim  milk  and  butterfat  at  the  plant, 
make  reports  to  the  market  administra¬ 
tor  at  such  time  and  in  such  manner  as 
the  market  administrator  may  require 
and  allow  verification  of  such  reports  by 
the  market  administrator. 

Issued  at  Washington,  D.C.,  this  1st 
day  of  December  1960. 

Roy  W.  Lennartson, 
Deputy  Administrator. 

| PR.  Doc.  60-11294;  Piled,  Dec.  5,  1960; 
„  8:53  a.m.] 


[  7  CFR  Part  989  1 

HANDLING  OF  RAISINS  PRODUCED 
FROM  RAISIN  VARIETY  GRAPES 
GROWN  IN  CALIFORNIA 

Monthly  Report  of  Disposition  of  Free 
Tonnage  Raisins 

Consideration  is  being  given  to  a  pro¬ 
posal  to  amend  §  989.173(d)  of  the  ad¬ 
ministrative  rules  and  regulations,  as 
amended  (Subpart- Administrative  Rules 
and  Regulations;  7  CPR  989.101-989.- 
180) ,  effective  pursuant  to,  and  for  oper¬ 
ations  under,  Marketing  Agreement  No. 
109,  as  amended,  and  Order  No.  89,  as 
amended  (7  CFR  Part  989),  regulating 
the  handling  of  raisins  produced  from 
raisin  variety  grapes  grown  in  Califor¬ 
nia.  The  amended  marketing  agreement 
and  order  are  effective  pursuant  to  the 
Agricultural  Marketing  Agreement  Act 
of  1937,  as  amended  (7  U.S.C.  601-674), 
The  proposal  was  recommended  by  the 
Raisin  Administrative  Committee,  estab¬ 
lished  undef  this  regulatory  program. 

Section  989.173(d)  requires  each  han¬ 
dler  who  is  not  a  processor  to  report 
monthly  the  aggregate  quantity  of  each 


varietal  type  of  free  tonnage  raisins,  seg¬ 
regated  according  to  prescribed  outlets 
and  bulk  or  consumer  packs,  which  such 
handler  shipped  or  otherwise  disposed  of 
during  the  preceding  month.  Inter¬ 
handler  or  interplant  transfers  within 
the  State  of  California  are  excluded. 
The  proposed  amendment  would  require 
such  handlers  to  segregate  further  the 
aggregate  quantities  in  consumer  packs 
according  to  the  quantity  shipped  in  con¬ 
sumer  cartons  and  the  quantity  shipped 
in  bags  having  a  net  weight  content  of 
four  pounds  or  less.  The  more  detailed 
information  is  expected  to  provide  the 
committee  with  a  better  basis  on  which 
to  formulate  its  marketing  policy,  and  to 
determine  the  need  for,  or  to  cause  to  be 
carried  out,  research  on  the  marketing, 
distribution,  and  consumption  of  raisins. 
In  compiled  form,  it  would  show  the 
trends  in  the  use  of  the  two  types  of  con¬ 
tainers  and  thus  provide  guides  as  to  the 
growth  or  decline  of  market  outlets  for 
each  of  the  two  types  of  packaged  raisins. 

Consideration  will  be  given  to  any 
written  data,  views,  or  arguments  per¬ 
taining  to  the  proposal  which  are  re¬ 
ceived  by  the  Director,  Fruit  and 
Vegetable  Division,  Agricultural  Market¬ 
ing  Service,  United  States  Department 
of  Agriculture,  Washington  25,  D.C.,  not 
later  than  the  seventh  day  after  publi¬ 
cation  of  this  notice  in  the  Federal 
Register. 

The  proposal  is  to  amend  §  989.173(d) 
of  the  administrative  rules  and  regula¬ 
tions,  as  amended  (Subpart- Administra¬ 
tive  Rules  and  Regulations ;  7  CFR 
989.101-989.180) ,.  to  read  as  follows: 

(d)  Monthly  report  of  disposition  of 
free  tonnage  raisins.  Each  handler  who 
is  not  a  processor  shall  file  with  the  com¬ 
mittee  on  or  before  the  fifth  day  of 
each  month  a  report  for  the  preceding 
month  showing  the  aggregate  quantity 
of  each  varietal  type  of  free  tonnage 
packed  raisins  and  standard  natural  con¬ 
dition  raisins  which  were  shipped  or 
otherwise  disposed  of  by  him  during  the 
month  (exclusive  of  transfers  within  the 
State  of  California  between  handlers  and 
between  the  plants  of  any  such  handler). 
Such  information  shall  be  segregated  as 
to:  (1)  Domestic  outlets  (exclusive  of 
Federal  Government  purchases)  accord¬ 
ing  to  the  quantity  shipped  in  consumer 
cartons,  the  quantity  shipped  in  bags 
having  a  net  weight  content  of  four 
pounds  or  less,  and  the  quantity  shipped 
in  bulk  packs  (including  but  not  limited 
to,  those  in  bags  having  a  net  weight 
content  of  more  than  four  pounds) ;  (2) 
Federal  Government  purchases;  (3)  ex¬ 
port  outlets  according  to  the  quantity 
shipped  in  consumer  cartons,  the  quan¬ 
tity  shipped  in  bags  having  a  net  weight 
content  of  four  pounds  or  less,  and  the 
quantity  shipped  in  bulk  packs  (includ¬ 
ing,  but  not  limited  to,  those  in  bags 
having  a  net  weight  content  of  more 
than  four  pounds) ;  and  (4)  each  of  any 
other  outlets  in  which  the  handler  has 
made  disposition  of  such  raisins  other 
than  by  any  transfer  which  is  excluded 
by  the  preceding  sentence.  For  the  pur¬ 
pose  of  this  paragraph,  Canada  shall  be 
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considered  as  a  domestic  outlet  and  not 
an  export  outlet. 

Dated:  December  1,  1960. 

Floyd  F.  Hedlund, 
Deputy  Director,  Fruit  and 
Vegetable  Division,  Agricul- 
*ural  Marketing  Service. 

[PR.  Doc.  60-11315;  Piled,  Dec.  5,  1960; 
8:55  a.m  ] 


DEPARTMENT  OF  HEALTH,  EDU¬ 
CATION,  AND  WELFARE 

Food  and  Drug  Administration 
[  21  CFR  Part  121  1 
FOOD  ADDITIVES 
Notice  of  Filing  of  Petition 

Pursuant  to  the  provisions  of  the  Fed-  • 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C.  348 
(b)(5)),  notice  is  given  that  a  petition 
has  been  filed  by  Wyeth  Laboratories, 
Post  Office  Box  8299,  Philadelphia  1, 
Pennsylvania,  proposing  the  issuance  of 
a  regulation  permitting  the  safe  use  of 
promazine  hydrochloride  (4  gm.  per 
pound  of  feed  base)  in  animal  feed  as  a 
tranquilizer. 

Dated:  November  29,  1960. 

[seal]  J.  K.  Kirk, 

Assistant  to  the  Commissioner 
of  Food  and  Drugs. 

[PR.  Doc.  60-11290;  Piled,  Dec.  5.  1960; 

8:50  a.m.] 


CIVIL  AERONAUTICS  BOARD 

[14  CFR  Part  302  1 

[Docket  No.  11221] 

RULES  OF  PRACTICE  IN  ECO¬ 
NOMIC  PROCEEDINGS 

Statements  and  Oral  Argument 

Decemeer  1,  1960. 

Notice  is  hereby  given  that  the  Civil 
Aeronautics  Board  has  under  considera¬ 
tion  a  proposed  amendment  to  Part  302 
of  the  Board’s  rules  of  practice  which 
would  withdraw  from  persons  who  are 
not  parties  to  a  proceeding  the  privilege 
of  presenting  statements  and  oral  argu¬ 
ment  to  the  Board  after  the  hearing  be¬ 
fore  the  examiner  is  concluded. 

The  principal  reasons  for  the  proposed 
amendment  are  explained  in  the  at¬ 
tached  Explanatory  Statement.  This 
amendment  is  proposed  under  authority 
of  sections  204(a)  and  1001  of  the  Fed¬ 
eral  Aviation  Act  of  1958  (72  Stat.  743, 
778;  49  U.S.C.  1324,  1481). 

Interested  persons  may  participate  in 
the  proposed  rule  making  through  sub¬ 
mission  of  ten  (10)  copies  of  written 
data,  views,  or  arguments  pertaining 
thereto,  addressed  to  the  Docket  Section, 
Civil  Aeronautics  Board,  Washington  25, 
D.C.  All  relevant  matter  in  communica¬ 
tions  received  on  or  before  February  3, 
1961,  will  be  considered  by  the  Board  be¬ 


fore  taking  final  action  on  the  proposed 
rule.  Copies  of  such  communications 
will  be  available  after  February  3,  1961, 
for  examination  by  interested  persons  in 
the  Docket  Section  of  the  Board,  Room 
711,  Universal  Building,  1825  Connecti¬ 
cut  Avenue  NW„  Washington,  D.C. 

By  the  Civil  Aeronautics  Board. 

[seal]  Robert  C.  Lester, 

Secretary. 

Explanatory  Statement 

On  March  18,  1960,  the  Board  issued  a 
notice  of  proposed  rule  making,  Docket 
11221,  proposing  various  amendments  in 
Part  300,  the  Board’s  principles  of  prac¬ 
tice  (14  CFR  Part  300),  and  in  Part  302, 
the  Board’s  rules  of  practice  in  economic 
proceedings  ( 14  CFR  Part  302) .  In  addi¬ 
tion  to  requesting  comments  on  the  spe¬ 
cific  proposals  contained  therein,  the 
Board  invited  comments  and  suggestions 
as  to  other  improvements  which  could  be 
made  in  the  Board’s  rules  concerning 
ethical  practices.1 

In  response  to  this  notice  over  49  C.A.B. 
practitioners  (hereinafter  referred  to  as 
Practitioners)  submitted  group  com¬ 
ments  and  suggestions,  and  several  air 
carriers  and  practitioners  submitted  in¬ 
dividual  comments  and  suggestions  re¬ 
lating  to,  inter  alia,  the  question  of  par¬ 
ticipation  of  persons  who  are  not  parties 
in  Board  proceedings. 

Practitioners  suggest  that  Rule  14  of 
Part  302  of  the  Board’s  procedural  regu¬ 
lations  be  revised  so  that  non-parties 
could  participate  in  a  proceeding  “only 
by  presenting  at  the  hearing  evidence 
and  memoranda  relevant  to  issues  in  the 
case.’’  This  proposed  change  would 
eliminate  the  oral  arguments  now  pre¬ 
sented  to  the  Board  by  Congressmen, 
spokesmen  for  the  Federal  executive  de¬ 
partments  or  agencies,  and  State  Avia¬ 
tion  Commissions.  The  amendment  pro¬ 
posed  by  these  Practitioners  would  also 
limit  the  rights  now  enjoyed  by  non- 
parties  to  present  written  memoranda 
expressing  their  views  to  the  examiner 
or  the  Board  in  route  cases  by  requiring 
such  statements  to  be  presented  prior  to 
the  close  of  the  hearings  in  order  to  af¬ 
ford  other  parties  the  opportunity  to 
cross-examine  them  and  rebut  the  evi¬ 
dence  and  contentions  contained  in  such 
memoranda.  A  minority  of  the  Practi¬ 
tioners  issued  a  separate  report  favoring 
continuation  of  the  present  provisions  of 
Rule  14. 

In  support  of  its  position,  the  majority 
report  contends  that  a  court  would  not 
permit  such  persons  to  appear  at  oral 
arguments  or  permit  its  files  to  be 
cluttered  with  pleadings  submitted  by 
persons  who  do  not  have  a  sufficient  in¬ 
terest  to  sustain  intervention.  It  is  fur¬ 
ther  contended  that  Bureau  Counsel, 
cities  who  are  parties,  and  the  air  carrier 
parties  adequately  represent  public  in¬ 
terest  considerations  and  that  there  is  no 
need  for  Congressmen  or  other  elected 
officials  to  appear  at  the  oral  argument. 

The  minority  report  of  the  Practi¬ 
tioners  is  opposed  to  any  restriction  on 


1  Simultaneously  herewith  the  Board  has 
adopted  as  final  rules  the  rules  proposed  In 
the  Notice  with  certain  minor  changes,  Dock¬ 
et  11221,  Regulations  Nos.  PR-43  and  PR-44. 


Congressmen  or  public  officials  partici¬ 
pating  in  Board  proceedings.  The  mi¬ 
nority  contends  that  the  ability  of  such 
persons  to  present  their  views  at  oral  ar¬ 
gument  will  make  it  easier  for  the  Board 
to  enforce  the  rules  against  ex  parte  com¬ 
munications,  that  their  appearances  are 
of  value  to  the  Board  as  a  matter  of  pub¬ 
lic  relations,  and  that  public  officials  gen¬ 
erally  have  a  better  grasp  of  the  local 
needs  of  their  areas  than  an  air  carrier 
party  to  the  proceeding. 

It  appears  that  the  proposal  in  the  ma¬ 
jority  report  has  merit  and  requires  care¬ 
ful  consideration.  Since  the  notice 
heretofore ‘Issued  by  the  Board  did  not 
contain  a  specific  proposal  in  this  re¬ 
spect,  many  persons  who  would  be  di¬ 
rectly  affected  by  withdrawal  of  the  priv¬ 
ileges  to  submit  memoranda  to  the  Board 
after  conclusion  of  the  hearing  and  to 
present  oral  argument  have  had  no  op¬ 
portunity  to  submit  comments  thereon. 
The  Board  therefore  has  decided  to  is-  . 
sue  an  additional  notice  of  proposed  rule 
making  containing  a  specific  proposal, 
thereby  providing  an  opportunity  for  all 
interested  persons  to  submit  comments. 

Proposed  Rule 

The  Board  proposes  to  amend  Part  302 
of  the  procedural  regulations  (14  CFR 
Part  302) : 

1.  By  deleting  the  third  and  last  sen¬ 
tences  of  paragraph  (b)  of  S  302.14  and 
inserting  in  lieu  thereof  the  following 
text :  “Such  persons  may  also  present  to 
the  examiner  a  written  statement  on  the 
issues  involved  in  the  proceeding.  Un-. 
less  otherwise  directed  by  the  examiner, 
such  written  statement  shall  be  filed  and 
served  on  all  parties  prior  to  the  close 
of  the  hearing.” 

2.  By  deleting  paragraph  (c)  of 
§  302.14. 

[F.R.  Doc.  60-11270;  Filed,  Dec.  5.  1960; 

8:46  a.m.] 


FEDERAL  AVIATION  AGENCY 

[14  CFR  Part  507  1 

[Reg.  Docket  No.  588 1 

AIRWORTHINESS  DIRECTIVES 
Continental  Engines 

Pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (14  CFR  Part 
405) ,  notice  is  hereby  given  that  the  Fed¬ 
eral  Aviation  Agency  has  under  consid¬ 
eration  a  proposal  to  amend  Part  507  of 
the  regulations  of  the  Administrator  to 
include  an  airworthiness  directive  re¬ 
quiring  replacement  of  exhaust  valves 
on  certain  Continental  engines  to  pre¬ 
vent  failures  which  can  result  in  engine 
damage. 

Interested  persons  may  participate  in 
the  making  of  the  proposed  rule  by  sub¬ 
mitting  such  written  data,  views  or  argu¬ 
ments  as  they  may  desire.  Communica¬ 
tions  should  be  submitted  in  duplicate 
to  the  Docket  Section  of  the  Federal  Avi¬ 
ation  Agency,  Room  B-316,  1711  New 
York  Avenue,  NW.,  Washington  25,  D.C. 
All  communications  received  on  or  before 
January  5,  1961,  will  be  considered  by 
the  Administrator  before  taking  action 
on  the  proposed  rule.  The  proposals 
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contained  in  this  notice  may  be  changed 
in  light  of  comments  received.  All  com¬ 
ments  submitted  will  be  available,  in 
the  Docket  Section,  for  examination  by 
interested  persons  when  the  prescribed 
date  for  return  of  comments  has  expired. 
This  proposal  will  not  be  given  further 
distribution  as  a  draft  release. 

This  amendment  is  proposed  under 
the  authority  of  sections  313(a) ,  601  and 
603  of  the  Federal  Aviation  Act  of  1958 
(72  Stat.  752,  775,  776;  49  U.S.C.  1354(a), 
1421,1423). 

In  consideration  of  the  foregoing,  it  is 
proposed  to  amend  §  507.10(a)  of  Part 
507  (14  CFR  Part  507),  by  adding  the 
following  airworthiness  directive: 

Continental.  Applies  to  all  E165,  E185. 
E225,  and  0-470  Series  engines.  (These 
engines  may  be  used  In  such  aircraft  as 
Beech  35  Series,  Cessna  180,  182,  310  and 
Navlon.) 

Compliance  required  at  next  engine  top 
overhaul  or  overhaul,  whichever  occurs  first 
after  the  effective  date  of  this  directive. 

Unless  already  accomplished  per  Conti¬ 
nental  Motors  Corporation  Service  Bulletin 
No.  M60-1,  remove  exhaust  valves,  CMC  P/N 
40651,  6S7844,  638997,  or  689449,  and  replace 
with  CMC  P/N  626640.  P/N  626640  may  be 
identified  by  the  following: 

(a)  The  part  number  on  the  top  surface 
of  the  head,  or 

(b)  The  letter  “H”  stamped  or  etched 
0.06-lnch  high  In  two  places  180  degrees 
apart  on  the  valve  stem  between  the  keeper 
groove  and  the  end  of  the  valve. 

Issued  in  Washington,  D.C.,  on  Novem¬ 
ber  29,  1960. 

George  C.  Prill, 

Acting  Director, 
Bureau  of  Flight  Standards. 

(P.R.  Doc.  60-11272;  Filed,  Dec.  5,  1960; 

8:46  a.m.] 


[14  CFR  Part  507  1 

IReg.  Docket  No.  587] 

AIRWORTHINESS  DIRECTIVES 
Lockheed  Aircraft 

Pursuant  to  the  authority  delegated 
to  me  by  the  Administrator  (14  CFR  Part 
405) ,  notice  is  hereby  given  that  the  Fed¬ 
eral  Aviation  Agency  has  under  consid¬ 
eration  a  proposal  to  amend  Part  507  of 
the  regulations  of  the  Administrator  to 
include  an  airworthiness  directive  re¬ 
quiring  repetitive  inspections  for  cracks 
and  looseness  of  the  main  landing  gear 
drag  strut  attach  plates  on  Lockheed 
PV-1  and  B-34  aircraft.  Failures  of 
thjp  part  have  resulted  in  collapse  of 
the  main  landing  gear.  If  cracks  or 
deformation  in  the  attach  plates  or  bolts 
are  found,  replacement  with  strength¬ 
ened  parts  must  be  accomplished. 

Interested  persons  may  participate  in 
the  making  of  the  proposed  rule  by  sub¬ 
mitting  such  written  data,  views  or  argu¬ 
ments  as  they  may  desire.  Communica¬ 
tions  should  be  submitted  in  duplicate 
to  the  Docket  Section  of  the  Federal 
Aviation  Agency,  Room  B-316,  1711  New 
York  Avenue  NW.,  Washington  25,  D.C. 
All  communications  received  on  or  be¬ 
fore  January  5,  1961,  will  be  considered 
by  the  Administrator  before  taking  ac¬ 
tion  on  the  proposed  rule.  The  proposals 
contained  in  this  notice  may  be  changed 


in  light  of  comments  received.  All  com¬ 
ments  submitted  will  be  available,  in 
the  Docket  Section,  for  examination 
by  interested  persons  when  the  prescribed 
date  for  return  of  comments  has  expired. 
The  proposal  will  not  be  given  further 
distribution  as  a  draft  release. 

This  amendment  is  proposed  under  the 
authority  of  sections  313(a),  601  and 
603  of  the  Federal  Aviation  Act  of  1958 
(72  Stat.  752,  775,  776;  49  U.S.C.  1354(a), 
1421,  1423). 

In  consideration  of  the  foregoing,  it 
is  proposed  to  amend  §  507.10(a)  of  Part 
507  (14  CFR  Part  507),  by  adding  the 
following  airworthiness  directive: 

Lockheed.  Applies  to  all  Model  PV-1  and 
B-34  aircraft  with  main  landing  gear 
drag  strut  attach  plates,  P/N  112900  or 
P/N  12665. 

Compliance  required  as  indicated.  (It  will 
be  necessary  for  operators  to  maintain  a 
record  of  landings  In  order  to  ascertain  com¬ 
pliance  with  this  AD.) 

Investigation  has  shown  that  failure  of 
the  main  landing  gear  drag  strut  attach 
plate,  P/N  112900  has  caused  the  main  land¬ 
ing  gear  to  collapse.  The  B-34  main  land¬ 
ing  gear  drag  strut  attach  plate,  P/N  12665, 
is  the  same  as  the  PV-1.  As  a  result  of  this 
service  experience  the  following  shall  be 
accomplished ; 

(a)  Within  the  next  25  landings  and 
every  50  landings  thereafter,  inspect  the 
main  landing  gear  drag  strut  attack  plates, 
P/N  112900,  or  P/N  12665,  In  place  on  the  air¬ 
craft  for  cracks  and  looseness.1  Dye  pene¬ 
trant  or  FAA  approved  equivalent  must  be 
used  for  crack  detection.  If  the  drag  strut 
attach  plate  Is  loose,  then  it  must  be  vis¬ 
ually  inspected  for  elongation  of  the  bolt 
holes  and  the  attaching  bolts  visually  In¬ 
spected  for  cracks,  or  deformation.  If  cracks 
or  elongation  of  the  bolt  holes  are  found  In 
the  drag  strut  attach  plate.  It  must  be  re¬ 
placed  prior  to  the  next  flight.  Deformed  or 
cracked  bolts  must  be  replaced  prior  to  the 
next  flight. 

(b)  The  special  Inspections  contained  In 
this  AD  may  be  discontinued  after  the  How¬ 
ard  Aero,  Inc.,  replacement  main  landing 
gear  drag  strut  attach  plates,  P/N  5-302006, 
or  FAA  approved  equivalents,  are  Installed 
using  180,000  p.s.l.  minimum  ultimate  ten¬ 
sile  strength  attaching  bolts. 

Issued  in  Washington,  D.C.,  on  Novem¬ 
ber  29,  1960. 

George  C.  Prill, 

Acting  Director, 
Bureau  of  Flight  Standards. 

IFH.  Doc.  60-11271;  Filed,  Dec.  5,  1960; 

8:46  a.m.] 


[14  CFR  Parts  600,  601  1 

|  Airspace  Docket  No.  60-LA-97] 

FEDERAL  AIRWAYS,  CONTROL  AREAS 
AND  REPORTING  POINTS 

Revocation 

Pursuant  to  the  authority  delegated 
to  me  by  the  Administrator  (14  CFR 


1 A  method  of  inspection  for  looseness  Is 
to  check  for  gapping  of  0.010  inch  or  greater, 
between  the  drag  strut  plate  and  the  backing 
plate  at  a  point  approximately  4.5  inches 
above  the  lower  edge  of  the  attach  plate.  In¬ 
sert  a  feeler  gage  between  the  attach  plate 
and  the  backing  plate  from  the  outboard 
side  to  make  this  check. 


409.13),  notice  is  hereby  given  that  the 
Federal  Aviation  Agency  is  considering 
an  amendment  to  Parts  600  and  601  of 
the  regulations  of  the  Administrator, 
the  substance  of  which  is  stated  below. 

Red  Federal  airway  No.  9  extends  from 
Campo,  Calif.,  to  Casa  Grande,  Ariz. 
The  Federal  Aviation  Agency  is  consider¬ 
ing  revoking  Red  9  in  its  entirety.  It  is 
the-policy  of  this  Agency  to  revoke  L/MF 
airways  wherever  adequate  VOR  airways 
are  available  and  it  appears  that  the 
route  from  Campo  to  Casa  Grande  is 
adequately  served  by  VOR  Federal  air¬ 
ways  No.  66  and  No.  94.  Therefore,  it 
appears  that  the  retention  of  this  air¬ 
way  is  unjustified  as  an  assignment  of 
airspace.  Accordingly,  the  Federal  Avia¬ 
tion  Agency  proposes  to  revoke  Red  9, 
and  its  associated  control  areas  from 
Campo  to  Casa  Grande.  Adoption  of  this 
proposal  would  not  necessarily  result  in 
the  discontinuance  of  the  low  frequency 
navigational  aids  associated  with  this 
segment  of  Red  9.  Any  proposals  to  dis¬ 
continue  one  or  more  of  these  aids 
would  be  processed  in  accordance  with 
current  Agency  procedures. 

Concurrently  with  this  action, 
§  601.4?09,  designated  reporting  points 
associated  with  Red  9,  would  be  revoked. 

Interested  persons  may  submit  such 
written  data,  views  or  arguments  as  they 
may  desire.  Communications  should  be 
submitted  in  triplicate  to  the  Chief,  Air 
Traffic  Management  Field  Division,  Fed¬ 
eral  Aviation  Agency,  5651  West  Man¬ 
chester  Avenue,  P.O.  Box  90007,  Airport 
Station,  Los  Angeles  45,  Calif.  All  com¬ 
munications  received  within  forty-five 
days  after  publication  of  this  notice  in 
the  Federal  Register  will  be  considered 
before  action  is  taken  on  the  proposed 
amendment.  No  public  hearing  is  con¬ 
templated  at  this  time,  but  arrangements 
for  informal  conferences  with  Federal 
Aviation  Agency  officials  may  be  made 
by  contacting  the  Regional  Air  Traffic 
Management  Field  Division  Chief,  or  the 
Chief,  Airspace  Utilization  Division,  Fed¬ 
eral  Aviation  Agency,  Washington  25, 
D.C.  Any  data,  views  or  arguments  pre¬ 
sented  during  such  conferences  must  also 
be  submitted  in  writing  in  accordance 
with  this  notice  in  order  to  become  part 
of  the  record  for  consideration.  The 
proposal  contained  in  this  notice  may 
be  changed  in  the  light  of  comments 
received. 

The  official  Docket  will  be  available 
for  examination  by  interested  persons  at 
the  Docket  Section,  Federal  Aviation 
Agency,  Room  B-316,  1711  New  York 
Avenue  NW.,  Washington  25,  D.C.  An 
informal  Docket  will  also  be  available  for 
examination  at  the  office  of  the  Regional 
Air  Traffic  Management  Field  Division 
Chief. 

This  amendment  is  proposed  under 
sec.  307(a)  of  the  Federal  Aviation 
Act  of  1958  (72  Stat.  749;  49  U.S.C.  1348). 

Issued  in  Washington,  D.C.,  on  Novem¬ 
ber  30,  1960. 

Charles  W.  Carmody, 
Chief,  Airspace  Utilization  Division. 

(F.R.  Doc.  60-11273:  Filed,  Dec.  5,  I960; 

8:46  a.m.] 
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[14  CFR  Parts  600,  601  1 

[  Airspace  Docket  No.  60-LA-96] 

federal  airways,  control  areas 

AND  REPORTING  POINTS 
Revocation 

Pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (14  CFR 
409.13),  notice  is  hereby  given  that  the 
Federal  Aviation  Agency  is  considering 
an  amendment  to  Parts  600  and  601  of 
the  regulations  of  the  Administrator,  the 
substance  of  which  is  stated  below. 

Red  Federal  airway  No.  60  extends 
from  Oakland,  Calif.,  to  Copper,  Calif. 
The  Federal  Aviation  Agency  is  con¬ 
sidering  revoking  this  airway  in  its 
entirety.  It  is  the  policy  of  this  Agency 
to  revoke  L/MF  airways  wherever  ade¬ 
quate  VOR  airways  are  available,  and.it 
appears  that  the  route  from  Oakland  to 
Copper  is  adequately  served  by  VOR 
Federal  airway  No.  244.  In  addition,  a 
Federal  Aviation  Agency  IFR  peak-day 
airway  traffic  survey  for  the  period  July 
1,  1959,  through  June  30,  1960,  shows 
a  maximum  of  six  aircraft  movements 
between  any  two  reporting  points  on  Red 
60.  Therefore,  it  appears  that  retention 
of  this  airway  is  un justified  as  an  assign¬ 
ment  of  airspace.  Accordingly,  the  Fed¬ 
eral  Aviation  Agency  proposes  to  revoke 
Red  60  and  its  associated  control  areas 
from  Oakland  to  Copper.  Adoption  of 
this  proposal  would  not  necessarily  re¬ 
sult  in  discontinuance  of  the  low  fre¬ 
quency  navigational  aids  associated  with 
Red  60.  Any  proposals  to  discontinue 
one  or  more  of  these  aids  would  be  proc¬ 
essed  in  accordance  with  current  Agency 
procedures. 

Concurrently  with  this  action, 
{  601.4260,  designated  reporting  points 
associated  with  Red  60,  would  be 
revoked. 

Interested  persons  may  submit  such 
written  data,  views  or  arguments  as  they 
may  desire.  Communications  should  be 
submitted  in  triplicate  to  the  Chief,  Air 
Traffic  Management  Field  Division,  Fed¬ 
eral  Aviation  Agency,  5651  West  Man¬ 
chester  Avenue,  P.O.  Box  90007,  Airport 
Station,  Los  Angeles  45,  Calif.  All  com¬ 
munications  received  within  forty-five 
days  after  publication  of  this  notice  in 
the  Federal  Register  will  be  considered 
before  action  is  taken  on  the  proposed 
amendment.  No  public  hearing  is  con¬ 
templated  at  this  time,  but  arrange¬ 
ments  for  informal  conferences  with 
Federal  Aviation  Agency  officials  may 
be  made  by  contacting  the  Regional  Air 
Traffic  Management  Field  Division  Chief, 
or  the  Chief,  Airspace  Utilization  Divi¬ 
sion,  Federal  Aviation  Agency,  Wash¬ 
ington  25,  D.C.  Any  data,  views  or  argu¬ 
ments  presented  during  such  conferences 
must  also  be  submitted  in  writing  in 
accordance  with  this  notice  in  order  to 
become  part  of  the  record  for  consider¬ 
ation.  The  proposal  contained  in  this 
notice  may  be  changed  in  the  light  of 
comments  received. 

The  official  Docket  will  be  available  for 
examination  by  interested  persons  at  the 
Docket  Section,  Federal  Aviation  Agency, 
Room  B-316,  1711  New  York  Avenue, 
NW.,  Washington  25,  D.C.  An  informal 
Docket  will  also  be  available  for  exami¬ 


nation  at  the  office  of  the  Regional  Air 
Traffic  Management  Field  Division  Chief. 

This  amendment  is  proposed  under 
section  307(a)  of  the  Federal  Aviation 
Act  of  1958  (72  Stat.  749;  49  U.S.C.  1348) . 

Issued  in  Washington,  D.C.  on  No¬ 
vember  30, 1960. 

Charles  W.  Carmody, 
Chief,  Airspace  Utilization  Division. 

[PR.  Doc.  60-11274;  Piled,  Dec.  5,  1960; 
8:47  a.m.] 


[14  CFR  Part  608  1 

[  Airspace  Docket  No.  60-FW-52) 

RESTRICTED  AREAS 

Alteration  of  Restricted  Area/Military 
Climb  Corridor 

Pursuant  to  the  authority  delegated 
to  me  by  the  Administrator  (14  CFR 
409.13),  notice  is  hereby  given  that  the 
Federal  Aviation  Agency  is  considering 
an  amendment  to  §  608.41  of  the  regula¬ 
tions  of  the  Administrator,  the  substance 
of  which  is  stated  below. 

The  Goldsboro,  N.C.,  (Seymour  John¬ 
son  AFB) ,  Restricted  Area/Military 
Climb  Corridor  (R-573)  (Chart  RF-130) 
is  presently  based  on  the  226°  True  radial 
of  the  Seymour  Johnson  terminal  VOR 
and  the  controlling  agency  is  the  Sey¬ 
mour  Johnson  AFB  control  tower. 

The  Federal  Aviation  Agency  is  con¬ 
sidering  altering  the  Seymour  Johnson 
AFB  Restricted  Area/Military  Climb  Cor¬ 
ridor  by  basing  it  on  the  228°  True  radial 
of  the  Seymour  Johnson  TACAN  (lati¬ 
tude  35°20'53"  N.,  longitude  77°55'33" 
W.),  instead  of  the  226°  True  radial  of 
the  Seymour  Johnson  terminal  VOR. 
This  would  facilitate  use  of  the  climb 
corridor  since  it  is  used  primarily  by 
TACAN  equipped  aircraft.  In  addition, 
the  controlling  agency  would  be  changed 
from  the  Seymour  Johnson  AFB  control 
tower  to  the  Federal  Aviation  Agency,. 
Raleigh-Durham,  N.C.,  approach  control 
facility.  This  would  improve  air  traffic 
management  since  this  facility  provides 
the  approach  control  service  for  Seymour 
Johnson  AFB  which  is  now  served  by  a 
peripheral  radio  site  located  near  the 
airbase. 

Interested  persons  may  submit  such 
written  data,  views  or  arguments  as  they 
may  desire.  Communications  should  be 
submitted  in  triplicate  to  the  Chief,  Air 
Traffic  Management  Field  Division,  Fed¬ 
eral  Aviation  Agency,  P.O.  Box  1689,  Fort 
Worth  1,  Tex.  All  communications  re¬ 
ceived  within  forty-five  days  after  pub¬ 
lication  of  this  notice  in  the  Federal 
Register  will  be  considered  before  ac¬ 
tion  is  taken  on  the  proposed  amend¬ 
ment.  No  public  hearing  is  contem¬ 
plated  at  this  time,  but  arrangements 
for  informal  conferences  with  Federal 
Aviation  Agency  officials  may  be  made 
by  contacting  the  Regional  Air  Traffic 
Management  Field  Division  Chief,  or 
the  Chief,  Airspace  Utilization  Division, 
Federal  Aviation  Agency,  Washington 
25,  D.C.  Any  data,  views  or  arguments 
presented  during  such  conferences  must 
also  be  submitted  in  writing  in  accord¬ 
ance  with  this  notice  in  order  to  become 
part  of  the  record  for  consideration. 


The  proposal  contained  in  this  notice 
may  be  changed  in  the  light  of  com¬ 
ments  received. 

The  official  Docket  will  be  available  for 
examination  by  interested  persons  at  the 
Docket  Section,  Federal  Aviation  Agency, 
Room  B-316,  1711  New  York  Avenue 
NW.,  Washington  25,  D.C.  An  informal 
Docket  will  also  be  available  for  exami¬ 
nation  at  the  office  of  the  Regional  Air 
Traffic  Management  Field  Division  Chief. 

This  amendment  is  proposed  under 
section  307(a)  of  the  Federal  Aviation 
Act  of  1958  (72  Stat.  749;  49  U.S.C.  1348) . 

Issued  in  Washington,  D.C.  on  Novem¬ 
ber  30,  1960. 

Charles  W.  Carmody, 
Chief,  Airspace  Utilization  Division. 

|F.R.  Doc.  60-11275;  Filed,  Dec.  5,  1960; 

8:48  a.m.) 


FEDERAL  RESERVE  SYSTEM 

(12  CFR  Part  206  1 

[Reg.  F] 

TRUST  POWERS  OF  NATIONAL 
BANKS 

Common  Trust  Funds 

Part  206  (Regulation  F) ,  which  relates 
to  trust  powers  of  national  banks,  con¬ 
tains  provisions  prohibiting  the  collec¬ 
tive  investment  of  trust  funds  except  as 
permitted  in  §  206.17.  Common  Trust 
Funds  as  regulated  by  the  Board  of 
Governors  by  §  206.17,  were  intended  to 
aid  banks  and  trust  companies  establish¬ 
ing  such  Common  Trust  Funds  -to  ad¬ 
minister  more  effectively  and  economi¬ 
cally  certain  accounts  for  which  the 
bank  or  trust  company  held  an  appoint¬ 
ment  as  trustee,  executor,  administrator 
or  guardian,  provided  such  accounts 
were  created  and  used  for  bona  fide 
flduriary  purposes.  The  Regulation  pro¬ 
hibits  “the  operation  of  such  Common 
Trust  Funds  •  *  *  for  other  than 
strictly  fiduciary  purposes.” 

Questions  have  arisen  from  time  to 
time  as  to  the  eligibility  of  various  kinds 
of  trusts  for  participation  in  Common 
Trust  Funds  so  established  and  regu¬ 
lated.  In  order  to  emphasize  the  spe¬ 
cial  purposes  and  restricted  use  of 
Common  Trust  Funds,  to  make  more 
specific  the  types  of  trusts  which  may 
not  be  properly  invested  in  participations 
in  Common  Trust  Funds  and  to  prohibit 
the  use  of  such  funds  as  a  medium  at¬ 
tracting  individuals  primarily  seeking 
investment  management  of  their  funds, 
the  Board  currently  is  considering  an 
amendment  of  the  Common  Trust  Fund 
provisions  of  its  Regulation  F  by  adding 
a  new  sentence  following  the  third  sen¬ 
tence  of  subparagraph  (3)  of  paragraph 
(a)  of  §  206.17,  as  follows:  “The  funds 
of  an  inter  vivos  trust  revocable  by  the 
settlor  and  providing  for  the  payment 
of  the  principal  of  the  trust  to  the  set¬ 
tlor’s  estate  at  his  death  may  not  be 
invested  in  a  Common  Trust  Fund 
established  and  maintained  under  this 
section." 

This  notice  is  published  pursuant  to 
section  4  of  the  Administrative  Pro- 
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cedure  Act  and  section  2  of  the  rules  of 
procedure  of  the  Board  of  Governors  of 
the  Federal  Reserve  System  (12  CFR 
262.2 ) .  The  proposed  amendment  is  au¬ 
thorized  under  the  authority  cited  at  12 
CFR  Part  206. 

To  aid  in  the  consideration  of  this 
matter  the  Board  will  be  glad  to  receive 
from  interested  persons  any  relevant 
data,  views  or  arguments.  Although 
such  material  may  be  sent  directly  to 
the  Board,  it  is  preferable  that  it  be  sent 


to  the  Federal  Reserve  Bank  of  the  dis¬ 
trict  which  will  forward  it  to  the  Board 
to  be  considered.  All  such  material 
should  be  submitted  in  writing  to  be 
received  not  later  than  January  13, 1961. 

Board  of  Governors  of  the 
Federal  Reserve  System, 
[seal}-  Merritt  Sherman, 

Secretary. 

(F.R.  Doc.  60-11288;  Filed,  Dec.  6.  1960; 
8:52  a.m.J 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

[  Classification  No.  3  ] 

FAIRBANKS  LAND  DISTRICT 
Small  Tract  Classification 

1.  Pursuant  to  authority  delegated  to 
me  by  Bureau  Order  No.  541,  dated  April 
21, 1954  (10  F.R.  2473),  I  hereby  classify 
the  following  described  public  lands,  to¬ 
taling  219.57  acres  at  Birch  Lake,  as 
suitable  for  lease  and  sale  for  recreation 
purposes  under  the  Small  Tract  Act  of 
June  1,  1938  (52  Stat.  609,  43  U.S.C. 
682a) ,  as  amended : 

T.7S..R.  5E..P.M.,  . 

Section  12:  Lots  3,  4  and  that  portion  of 
Lot  5  which  in  normal  subdivision  would 
be  described  as  N  >/2  N  >/2  SW  \/4  S W  *4  and 

sw  >/4  nw  y4  sw  y4  s  w  >/4 . 

T.7S..R.  6E„  F.  M., 

Section  27:  Lots  1, 2, 4  and  NE>/4NW^. 

Containing  approximately  219.57  acres. 

2.  The  lands  described  in  paragraph 
one  above  were  restored  from  withdrawal 
by  Public  Land  Order  1253,  dated  No¬ 
vember  15,  1955,  but  were  retained  in 
reserved  status  pending  small  tract 
classification  and  future  opening. 

3.  Classification  of  the  above  described 
lands  by  this  order  segregates  them  from 
all  appropriation,  including  locations 
under  the  mining  laws,  except  to  appli¬ 
cations  under  the  mineral  leasing  laws. 

4.  Nothing  in  this  order  shall  preclude 
application  for  State  selection  in  accord¬ 
ance  with  and  subject  to  the  provisions 
of  the  Act  of  July  28,  1956  (70  Stat.  709; 
48  U.S.C.  46-3b)  and  section  6(g)  of  the 
Alaska  Statehood  Act  of  July  7,  1958  (72 
Stat.  339). 

5.  The  lands  classified  by  this  order 
shall  not  become  subject  to  application 
under  the  Small  Tract  Act  of  June  1, 
1938  (52  Stat.  609;  43  U.S.C.  682a),  as 
amended,  until  it  is  so  provided  by  an 
order  to  be  issued  by  an  authorized  offi¬ 
cer,  opening  the  lands  to  application  or 
bid. 

Richard  L.  Quintus, 

Operations  Supervisor. 

[F.R.  Doc.  60-11306;  Filed,  Dec.  5,  I960; 

8:55  a.m.) 


ATOMIC  ENERGY  COMMISSION 

[Docket  No.  50-39] 

CURTISS-WRIGHT  CORP. 

Notice  of  Termination  of  Utilization 
Facility  License 

Notice  is  hereby  given  that,  as  re¬ 
quested  by  the  licensee,  License  No.  R-36, 
issued  to  Curtiss-Wright  Corporation, 
has  been  terminated,  as  of  Deceirtber  12, 
1960,  as  set  forth  below. 


Notices 


Dated  at  Germantown,  Md.,  this  29th 
day  of  November  1960. 

For  the  Atomic  Energy  Commission. 

R.  L.  Kirk, 

Deputy  Director,  Division 
of  Licensing  and  Regulation. 

Termination 

Pursuant  to  the  request  of  the  licensee, 
dated  November  17,  1960,  License  No.  R-36, 
Issued  to  Curtiss-Wright  Corporation  to  op¬ 
erate  a  utilization  facility  at  Quehanna, 
Pennsylvania,  has  been  terminated  as  of  De¬ 
cember  12,  1960.  Ownership  of  the  facility 
is  being  transferred  by  Curtiss-Wright  Cor¬ 
poration  to  The  Pennsylvania  State  Univer¬ 
sity  upon  the  receipt  of  appropriate  licenses 
by  the  University. 

Date  of  issuance:  November  29,  1960. 

For  the  Atomic  Energy  Commission. 

R.  L.  Kirk, 

Deputy  Director,  Division 
of  Licensing  and  Regulation. 

[F.R.  Doc.  60-11265;  Filed,  Dec.  5,  1960; 

8:45  a.m.] 


[Docket  No.  50-174] 

PENNSYLVANIA  STATE 
UNIVERSITY 

Notice  of  Issuance  of  Facility  License 

Please  take  notice  that  the  Atomic 
Energy  Commission  has  issued  Facility 
License  No.  R-72,  set  forth  below,  au¬ 
thorizing  The  Pennsylvania  State  Uni¬ 
versity  to  possess,  but  not  to  operate,  the 
nuclear  research  reactor  facility  at  the 
Curtiss-Wright  Research  and  Develop¬ 
ment  Center  at  Quehanna,  Pennsylvania, 
which  has  heretofore  been  owned  by  the 
Curtiss-Wright  Corporation,  and  previ¬ 
ously  operated  under  License  No.  R^36. 
Ownership  of  the  facility  will  be  trans¬ 
ferred  to  the  University  upon  the  receipt 
of  this  license  and  the  official  name  of  the 
facility  is  to  be  The  Curtiss-Wright 
Nuclear  Research  Laboratory  of  The 
Pennsylvania  State  University.  The  li¬ 
cense,  which  becomes  effective  on  De¬ 
cember  12,  1960,  also  authorizes  the 
possession  of  source  and  special  nuclear 
material  in  connection  with  the  eventual 
operation  of  the  reactor. 

The  Commission  has  found  that  pos¬ 
session  of  the  facility  in  accordance  with 
the  terms  and  conditions  of  the  license 
will  not  present  an  undue  hazard  to  the 
health  and  safety  of  the  public  and  will 
not  be  inimical  to  the  common  defense 
and  security. 

The  Commission  has  found  that  prior 
public  notice  of  proposed  issuance  of 
this  license  is  not  necessary  since  the 
proposed  possession  of  the  facility  does 
not  present  any  substantial  changes  in 
the  hazards  to  the  health  and  safety  of 
the  public  from  those  previously  con¬ 
sidered  and  approved  in  connection  with 
the  shutdown  and  maintenance  of  the 
facility  on  a  stand-by  basis. 


In  accordance  with  the  Commission’s 
rules  of  practice  (10  CFR  Part  2)  the 
Commission  will  direct  the  holding  of  a 
formal  hearing  on  the  matter  of  the  is¬ 
suance  of  the  license  upon  receipt  of  a 
request  therefor  from  the  licensee  or  an 
intervener  within  thirty  days  after  issu¬ 
ance  of  the  license.  Petitions  for  leave 
to  intervene  shall  be  filed  by  mailing  a 
copy  to  the  Office  of  the  Secretary,  Atom¬ 
ic  Energy  Commission,  Washington  25, 
D.C.,  or  by  delivery  of  a  copy  in  person  to 
the  Office  of  the  Secretary,  Germantown, 
Maryland,  or  the  AEC’s  Public  Document 
Room,  1717  H  Street,  Washington,  D.C. 
For  further  details  see  (1)  the  applica¬ 
tion  for  license  dated  September  29,  1960 
and  amendment  thereto  dated  Novem¬ 
ber  2,  1960  submitted  by  The  Pennsyl¬ 
vania  State  University,  and  (2)  a  hazards 
analysis  of  the  proposed  possession  pre¬ 
pared  by  the  Research  and  Power  Re¬ 
actor  Safety  Branch  of  the  Division  of 
Licensing  and  Regulation,  both  on  file 
at  the  AEC’s  Public  Document  Room.  A 
copy  of  item  (2)  above  may  be  obtained 
at  the  AEC’s  Public  Document  Room  or 
upon  request  addressed  to  the  Atomic 
Energy  Commission,  Washington  25, 
D.C.,  Attention:  Director,  Division  of  Li¬ 
censing  and  Regulation. 

Dated  at  Germantown,  Md.,  this  29th 
day  of  November  1960. 

Fcr  the  Atomic  Energy  Commission. 

R.  L.  Kirk, 

Deputy  Director,  Division 
of  Licensing  and  Regulation. 

[License  No.  R-72] 

1.  This  license  applies  to  the  light  water- 
moderated  and  -cooled  swimming  pool-type 
nuclear  reactor  facility  (hereinafter  referred 
to  as  “the  facility”)  which  Is  located  at 
Quehanna,  Pennsylvania,  and  which  has 
heretofore  been  owned  by  the  Curtiss- 
Wright  Corporation,  and  previously  operated 
under  License  No.  R-36.  The  facility  Is  de¬ 
scribed  In  the  Pennsylvania  State  Uni¬ 
versity’s  application  dated  September  29, 
I960,  and  amendment  thereto  dated  Novem¬ 
ber  2,  1960  (hereinafter  together  referred 
to  as  "the  application”) . 

2.  Pursuant  to  the  Atomic  Energy  Act  of 
1954,  as  amended  (hereinafter  referred  to  as 
“the  Act”)  and  having  considered  the  record 
in  this  matter,  the  Atomic  Energy  Commis¬ 
sion  (hereinafter  referred  to  as  “the  Com¬ 
mission”)  finds  that: 

A.  The  facility  has  been  constructed  In 
conformity  with  Construction  Permit  No. 
CPRR-11  Issued  to  Curtiss-Wright 
Corporation; 

B.  There  Is  reasonable  assurance  that  the 
facility  can  be  possessed  at  the  designated 
location  without  endangering  the  health  and 
safety  of  the  public; 

C.  The  Pennsylvania  State  University  is 
technically  and  financially  qualified  to  pos¬ 
sess  the  facility,  to  assume  financial  re¬ 
sponsibility  for  payment  of  Commission 
charges  for  special  nuclear  material  and  to 
undertake  and  carry  out  the  proposed  ac¬ 
tivities  in  accordance  with  the  Commission’s 
regulations; 

D.  The  possession  of  the  faculty  and  the 
receipt  and  possession  of  the  special  nuclear 
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material  In  the  manner  proposed  In  the  ap¬ 
plication  will  not  be  inimical  to  the  common 
defense  and  security  or  to  the  health  and 
safety  of  the  public. 

3.  Subject  to  the  conditions  and  require¬ 
ments  incorporated  herein,  the  Commission 
hereby  licenses  the  Pennsylvania  State 
University: 

A.  Pursuant  to  section  104c  of  the  Act  and 
Title  10,  CFR,  Chapter  1,  Part  50,  "Licensing 
of  Production  and  Utilization  Facilities”,  to 
possess,  but  not  to  operate,  the  facility  as  a 
utilization  facility  at  the  designated  location 
at  Quehanna,  Pennsylvania,  in  accordance 
with  the  procedures  and  limitations  de¬ 
scribed  in  the  application  and  this  license; 

B.  Pursuant  to  the  Act  and  Title  10,  CFR. 
Chapter  1,  Part  70,  “Special  Nuclear  Mate¬ 
rial”,  to  receive  and  possess  up  to  10  kilo¬ 
grams  of  contained  uranium  235  and  14.99 
grams  of  plutonium  contained  in  a  pluto¬ 
nium-beryllium  source  for  use  in  connection 
with  future  operation  of  the  facility;  and 

C.  Pursuant  to  the  Act  and  Title  10,  CFR. 
Chapter  1,  Part  30,  "Licensing  of  Byproduct 
Material”,  to  possess  but  not  to  separate  such 
byproduct  material  as  was  produced  by  pre¬ 
vious  operation  of  the  reactor. 

4.  This  license  shall  be  deemed  to  contain 
and  be  subject  to  the  conditions  specified  in 
8  50.54  of  Part  50  and  8  70.32  of  Part  70, 
Title  10,  Chapter  1,  CFR,  and  to  be  subject  to 
all  applicable  provisions  of  the  Act,  and  to 
the  rules  and  regulations  and  orders  of  the 
Commission,  now  or  hereafter  in  effect,  and 
to  the  additional  conditions  specified  below : 

A.  The  Pennsylvania  State  University 
shall  not  operate  the  reactor. 

B.  The  fuel  elements  shall  not  be  moved 
from  their  present  locations  unless  proce¬ 
dures  for  transferring  these  elements  have 
been  reviewed  and  approved  by  the 
Commission. 

C.  In  addition  to  those  otherwise  required 
under  this  license  and  applicable  regula¬ 
tions,  the  Pennsylvania  State  University 
shall  keep  the  following  records : 

1.  Records  showing  radioactivity  released 
or  discharged  into  the  air  or  water  beyond 
the  effective  control  of  The  Pennsylvania 
State  University  as  measured  at  the  point  of 
such  release  or  discharge. 

D.  The  Pennsylvania  State  University 
shall  immediately  report  to  the  Commission 
in  writing  any  indication  or  occurence  of  a 
possible  unsafe  condition  relating  to  the 
possession  of  the  reactor. 

5.  This  license  is  effective  as  of  December 
12,  1960,  and  shall  expire  at  midnight 
December  12,  1962. 

Date  of  Issuance;  November  29,  1960. 

For  the  Atomic  Energy  Commission. 

R.  L.  Kirk, 
Deputy  Director. 

Division  of  Licensing  and  Regulation. 

|F.R.  Doc.  60-11266;  Filed,  Dec.  5,  1960; 

8:45  a.m.] 

(Docket  No.  50-142 1 

REGENTS  OF  UNIVERSITY  OF 
CALIFORNIA 

Notice  of  Proposed  Issuance  of 
Amendment  to  Facility  License 

Please  take  notice  that,  unless  within 
fifteen  days  after  the  filing  of  this  notice 
with  the  Office  of  the  Federal  Register  a 
request  for  a  formal  hearing  is  filed  with 
the  United  States  Atomic  Energy  Com¬ 
mission  by  the  applicant  or  an  intervener 
as  provided  by  the  Commission’s  rules 
of  practice  (Title  10,  Chapter  1,  Part  2), 
the  Commission  proposes  to  issue  to  The 


Regents  of  The  University  of  California 
a  facility  license  amendment  substan¬ 
tially  as  set  forth  below  authorizing  op¬ 
eration  of  the  Argonaut-type  nuclear 
reactor  located  on  the  University  of 
California  campus  at  Los  Angeles,  at 
power  levels  up  to  10  kilowatts  (ther¬ 
mal).  Petitions  for  leave  to  intervene 
shall  be  filed  by  mailing  a  copy  to  the 
Office  of  the  Secretary,  Atomic  Energy 
Commission,  Washington  25,  D.C.,  or  by 
delivery  of  a  copy  in  person  to  the  Office 
of  the  Secretary,  Germantown,  Mary¬ 
land,  or  the  AEC’s  Public  Document 
Room,  1717  H  Street  NW.,  Washington, 
D.C. 

For  further  details  see  (1)  the  applica¬ 
tion  amendment  dated  October  20,  1960, 
submitted  by  the  University  of  Cali¬ 
fornia,  and  (2)  a  hazards  analysis  pre¬ 
pared  by  the  Hazards  Evaluation  Staff  of 
the  Division  of  Licensing  and  Regula¬ 
tion,  on  file  at  the  AEC’s  Public  Docu¬ 
ment  Room.  A  copy  of  item  (2)  above 
may  be  obtained  at  the  AEC’s  Public 
Document  Room  or  upon  request  ad¬ 
dressed  to  the  Atomic  Energy  Commis¬ 
sion,  Washington  25,  D.C.,  Attention: 
Director,  Division  of  Licensing  and 
Regulation. 

Dated  at  Germantown,  Md.,  this  30th 
day  of  November  1960. 

For  the  Atomic  Energy  Commission. 

R.  L.  Kirk, 

Demity  Director,  Division  of 
Licensing  and  Regulation. 

|  License  No.  R-71;  Proposed  Amdt.  1) 

Paragraph  4.A.I.  of  Facility  License  No. 
R-71  Is  hereby  amended  to  read  as  follows: 

4.A.I.  University  of  California  shall  not 
operate  the  reactor  at  power  levels  In  excess 
of  10  kUowatts  (thermal)  without  prior  writ¬ 
ten  authorization  from  the  Commission. 

Date  of  issuance:  November  30,  1960. 

For  the  Atomic  Energy  Commission. 

R.  L.  Kirk, 

Deputy  Director, 

Division  of  Licensing  and  Regulation. 

[F.R.  Doc.  60-11267;  Filed,  Dec.  5,  1960; 

8:45  ajn.] 


CIVIL  AERONAUTICS  BOARD 

AEROVIAS  CONDOR  DE  COLOMBIA 
LTDA. 

(Docket  11922] 

Notice  of  Prehearing  Conference 

In  the  matter  of  the  application  of 
Aerovias  Condor  de  Colombia  Ltda., 
Docket  11922,  for  a  foreign  air  carrier 
permit  authorizing  it  to  engage  in  regu¬ 
larly  scheduled  air  transportation  of 
property  only  between  the  point  Miami, 
Florida  on  the  one  hand  and  on  the  other 
hand  the  points  Barranquilla  and/or 
San  Andres,  Colombia. 

Notice  is  hereby  given  that  a  prehear¬ 
ing  conference  on  the  above-entitled 
matter  is  assigned  to  be  held  on  Decem¬ 
ber  8,  1960,  at  10:00  a.m.,  e.s.t.,  in  Room 
701,  Universal  Building,  Connecticut  and 
Florida  Avenues  NW.,  Washington,  D.C., 
before  Examiner  Barron  Fredricks. 


Dated  at  Washington,  D.C.,  November 

30,  1960. 

[seal!  Francis  W.  Brown, 

Chief  Examiner. 

(F.R.  Doc.  '•60-11303;  Filed,  Dec.  5,  I960; 
,  8:54  a.m.) 

(Docket  No.  SA-358| 

ACCIDENT  NEAR  BOSTON,  MASS. 

Notice  of  Hearing 

In  the  matter  of  investigation  of  acci¬ 
dent  involving  aircraft  of  United  States 
Registry  N  5533,  which  occurred  on  Oc¬ 
tober  4,  1960,  in  Boston,  Massachusetts. 

Notice  is  hereby  given  that  an  Acci¬ 
dent  Investigation  Hearing  on  the  above 
styled  matter  will  be  held,  commencing 
9:30  a.m.  (local  time)  on  Wednesday, 
January  11,  1961,  in  the  auditorium  of 
the  Air  National  Guard  headquarters  at 
Logan  International  Airport,  Boston, 
Massachusetts. 

Dated  this  29th  day  of  November  1960. 

[seal]  ReidC.Tait, 

Hearing  Officer. 

|  F.R.  Doc.  60-11304;  Filed,  Dec.  6,  1960; 
8:45  a.m.] 


•  (Docket  11941 J 

WASHINGTON,  D.C.;  HELICOPTER 
SERVICE  CASE 

Order  of  Investigation 

Adopted  by  the  Civil  Aeronautics 
Board  at  its  office  in  Washington,  D.C.  on 
the  30th  day  of  November  1960: 

On  June  27,  1960,  New  York  Airways, 
Inc.  (NYA)  filed  an  application  pursuant 
to  section  401  of  the  Federal  Aviation  Act 
of  1958,  as  amended,  for  a  certificate  au¬ 
thorizing  the  transportation  by  vertical 
lift  aircraft  of  persons,  property,  and 
mail  between  Washington,  D.C.,  Wash¬ 
ington  National  Airport,  and  Dulles  In¬ 
ternational  Airport,  and  for  an  exemp¬ 
tion  pursuant  to  section  416  of  the  Act 
permitting  the  operation  of  such  service 
anywhere  within  the  Washington  Metro¬ 
politan  Area  (defined  as  the  area  in¬ 
cluded  within  a  radius  of  50  miles  of  the 
Washington  Monument).  New  York 
Airways  moved  for  immediate  hearing 
and  expedited  disposition  of  its  applica¬ 
tion. 

Upon  consideration  of  NYA’s  motion 
and  more  particularly  in  view  of  the 
pendency  on  the  Board’s  docket  of  a 
number  of  applications  to  engage  in  air 
transportation  in  the  Washington  area 
with  helicopter-type  aircraft,  the  Board 
has  decided  to  institute  an  investigation 
to  determine  whether  or  not  the  public 
convenience  and  necessity  require  the 
certification  of  such  a  service.  At  the 
present  time,  carriers  certificated  to 
serve  Washington  operate  propeller-type 
equipment  to  Washington  National  Air¬ 
port  and  jet  equipment  to  Friendship 
Airport.  Construction  will  be  com¬ 
pleted  in  the  relatively  near  future  at  the 
Dulles  International  Airport  which  will 
also  serve  Washington.  The  availability 
of  Washington  services  at  three  major 
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airport  locations  may  require  air  trans¬ 
portation  between  these  airports  and  be¬ 
tween  the  airports  and  downtown  Wash¬ 
ington  and  accordingly  the  Board 
concludes  that  it  is  timely  to  consider 
whether  or  not  an  operator  of  helicopter- 
type  aircraft  should  be  authorized  to  pro¬ 
vide  such  a  service.1 

Three  certificated  air  carriers  •  pres¬ 
ently  operate  helicopter  aircraft  in  the 
Los  Angeles,  Chicago  and  New  York 
areas.  These  carriers  receive  subsidy 
support  in  excess  of  four  million  dollars 
annually.  With  current  helicopter  car¬ 
rier  subsidy  expenditures  at  this  level,  it 
is  apparent  that  the  certification  of  an 
additional  helicopter  carrier,  with  eligi¬ 
bility  for  subsidy  mail  pay,  raises  a 
serious  question  whether  extension  of 
what  the  Board  has  in  the  past  regarded 
as  the  helicopter  “experiment”  would 
conform  to  the  statutory  standards  of 
which  subsidy  cost  is  an  important  ele¬ 
ment.  For  that  reason,  in  considering 
the  need  for  a  helicopter  operation  in 
the  Washington  Metropolitan  Area,  the 
Board  will  expect  that  the  parties  will 
make  available  in  the  record  the  latest 
information  as  to  the  operating  charac¬ 
teristics  and  profitability  expectations  of 
helicopter  aircraft  types  presently  in  op¬ 
eration  and  types  expected  to  be  put  into 
service  in  the  reasonably  near  future. 
The  Board  is  interested  in  determining 
the  likelihood  of  profitable  helicopter  op¬ 
erations  in  the  light  of  recent  technologi¬ 
cal  development  as  well  as  considering 
the  need  for  such  a  service  in  the  Wash¬ 
ington  area.2 

In  past  helicopter  certification  cases 
the  Department  of  Defense  has  sup-  4 
ported  the  helicopter  carrier  experiment 
and  the  Post  Office  Department  has  in¬ 
dicated  that  the  service  is  useful  for 
the  carriage  of  mail.  Accordingly,  we 
will  make  these  two  departments  parties 
to  this  proceeding  so  that  their  views 
m?y  be  made  part  of  the  record. 

So  that  the  case  may  be  limited  to  the 
area  of  primary  need,  the  proceeding 
will  be  limited  to  consideration  of 
whether  or  not  the  Board  should  certifi¬ 
cate  one  or  more  air  carriers  to  engage 
in  air  transportation  of  persons,  prop¬ 
erty  or  mail,  with  or  without  eligibility 
for  subsidy,  between  Washington  Na- 


1  There  are  many  docketed  helicopter  ap¬ 
plications  on  file  but  none  involve  a  three- 
airport  situation  such  as  will  be  the  case  at 
Washington  in  the  near  future.  Also  Wash¬ 
ington  ranked  third  in  certificated  carrier 
aircraft  departures  and  fourth  in  passenger 
boardings  among  U.S.  cities  in  1959.  Air 
Commerce  Traffic  Pattern  (Scheduled  Car¬ 
riers)  Calendar  Year  1959,  June  1960,  Fed¬ 
eral  Aviation  Agency.  Additionally,  the 
thirteen  passenger  carriers  certificated  to 
serve  Washington  will  be  free  to  use  any  one 
of  the  three  airports  so  that  a  need  may  arise  . 
for  air  transportation  service  between  the 
airports  to  accommodate  connecting  traffic 
moving  through  Washington.  In  view  of  all 
these  circumstances  we  deem  it  appropriate 
to  consider  Washington’s  need  at  this  time. 

2  A  complete  record  on  the  operating  char¬ 
acteristics  of  helicopter  aircraft  will  assist 
the  Board  in  determining  its  future  course  of 
action  with  respect  to  the  pending  applica¬ 
tions  to  provide  helicopter  service  at  other 
cities.  In  this  connection,  the  Board  would 
welcome  a  presentation  in  the  record  by  the 
manufacturers  of  helicopter-type  aircraft. 

No.  231 
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tional  Airport,  Friendship  Airport,  Dulles 
International  Airport,  and  a  point  or 
points  in  the  District  of  Columbia.  In 
view  of  past  subsidy  costs  we  Intend  to 
focus  particularly  on  whether  any  award 
should  be  granted  on  a  non-mail  basis, 
non-subsidy  mail  basis  or  on  the  basis 
of  a  mail  authorization  including  subsidy 
eligibility.  Pending  Washington  heli¬ 
copter  applications  will  be  consolidated 
except  that  portions  of  applications 
which  extend  beyond  the  area  defined 
above  will  be  dismissed.’ 

Since  the  future  operating  plans .  of 
carriers  presently  certificated  to  serve 
Washington  will  be  an  important  ele¬ 
ment  in  determining  the  need  for  a  route, 
they  will  also  be  made  parties  for  the 
purpose  of  insuring  that  the  record  in¬ 
cludes  information  as  to  the  exnected 
future  volume  of  schedules  at  each  air¬ 
port. 

New  York  Airways’  motion  will  be  de¬ 
nied  except  to  the  extent  granted  by  our 
action  herein. 

Accordingly,  it  is  ordered: 

1.  That  an  investigation  be  and  it 
hereby  is  instituted  to  determine  whether 
the  public  convenience  and  necessity  re¬ 
quire  the  certification  of  one  or  more 
carriers  to  engage  in  the  air  transporta¬ 
tion  of  persons,  property  or  mail,  with 
or  without  subsidy  eligibility,  between 
Washington  National  Airport,  Dulles 
'International  Airport,  Friendship  Air¬ 
port,  and  a  point  or  points  in  the  District 
of  Columbia ; 

2.  That  the  applications  in  Dockets 
5794,  6176,  6982,  8458,  9239,  9675,  9702 
and  11543  to  the  extent  they  seek  au¬ 
thority  to  engage  in  air  transportation 
between  Washington  National  Airport, 
Dulles  International  Airport,  Friendship 
Airport,  and  a  point  or  points  in  the  Dis¬ 
trict  of  Columbia,  be  and  they  hereby 
are  consolidated  with  the  investigation 
instituted  herein,  and  to  the  extent  that 
they  seek  authority  to  engage  in  air 
transportation  to  additional  points  or 
areas  be  and  they  hereby  are  dismissed; 

3.  That  this  proceeding  shall  be  set 
down  for  hearing  before  an  Examiner  of 
the  Board  at  a  time  and  place  hereafter 
designated; 

4.  That  except  to  the  extent  granted 
herein  the  motion  of  New  York  Airways 
be  and  it  hereby  is  denied ; 

5.  That  a  copy  of  this  order  be  served 
upon  Baltimore  and  Annapolis  R.  R.  Co., 
The  Maryland  Co.,  Henry  M.  Bliss  et  al., 
Pilgrim  Helicopter  Services,  Inc.,  The 
Rumson  Co.,  Chesapeake  and  Potomac 
Airways,  Inc.,  D  C.  Transit  System,  Inc., 
New  York  Airways,  Inc.,  Allegheny  Air¬ 
lines,  Inc.,  American  Airlines,  Inc., 
Braniff  Airways,  Inc.,  Capital  Airlines, 
Inc.,  Delta  Air  Lines,  Inc,,  Eastern  Air 
Lines,  Inc.,  Lake  Central  Airlines,  Inc., 
National  Airlines,  Inc.,  Northeast  Air¬ 
lines,  Inc.,  Northwest  Airlines,  Inc.,  Pied¬ 
mont  Aviation,  Inc.,  Trans  World  Air¬ 
lines,  Inc.,  United  Air  Lines,  Inc.,  the 
Postmaster  General  and  the  Department 
of  Defense  who  are  hereby  made  parties 
to  the  investigation  instituted  herein; 
and 


J  Those  portions  of  the  applications  which 
arc  being  dismissed  are  either  de  minimus 
or  of  such  an  extent  as  to  logically  require  re¬ 
filing  in  the  light  of  our  action  herein. 
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6.  That  this  order  will  be  published  in 
the  Federal  Register. 

By  the  Civil  Aeronautics  Board. 

[seal]  Robert  C.  Lester, 

Secretary. 

[F.R.  Doc.  60-11305;  Filed,  Dec.  5.  1960; 
8:55  a.m.J 

FEDERAL  COMMUNICATIONS 
COMMISSION 

[Docket  Nos.  13771-13774;  FCC  60M-2028] 

COLUMBIA  RIVER  BROADCASTERS, 
INC.  ET  AL. 

Order  Continuing  Hearing 

In  re  applications  of  Columbia  River 
Broadcasters,  Inc.,  Mount  Vernon,  Wash¬ 
ington,  Docket  No.  13771,  File  No.  BP- 
11933;  Henry  Perozzo  (Kaye),  Puyal¬ 
lup,  Washington,  Docket  No.  13772,  File 
No.  BP-12844;  KBKW,  Inc.  <KBKW>, 
Aberdeen,  Washington,  Docket  No.  13773, 
File  No.  BP-13406;  Carl-Dek,  Inc.,  Kirk¬ 
land.  Washington,  Docket  No.  13774,  File 
No.  BP-13491;  for  construction  permits. 

Upon  oral  request  of  counsel  for  the 
Broadcast  Bureau  and  for  good  cause 
shown;  It  is  ordered,  This  29th  day  of 
November  1960,  that  the  hearing  in  the 
above-entitled  proceeding  presently 
scheduled  for  December  15,  1960  is 
hereby  rescheduled  to  commence  at  10:00 
a.m.,  December  21,  1960,  in  the  Com¬ 
mission’s  offices  in  Washington,  D.C. 

Released:  November  30,  1960. 

Federal  Communications 
Commission, 

[seal!  Ben  F.  Waple, 

Acting  Secretary. 

[F.R.  Doc.  60-11318;  Filed,  Dec.  5,  1960; 
8:55  ajn.] 


(Docket  No.  13601;  FCC 60M-2020J 

HOPKINSVILLE  BROADCASTING  CO., 
INC.  (WHOP) 

Order  Continuing  Hearing 

In  re  application  of  Hopkinsville 
Broadcasting  Company,  Incorporated 
(WHOP) ,  Hopkinsville,  Kentucky,  Dock¬ 
et  No.  13601,  File  No.  BP-12506;  for  con¬ 
struction  permit. 

The  Hearing  Examiner  having  under 
consideration  “Motion  for  Continuance 
of  Hearing”  filed  November  23,  1960,  on 
behalf  of  Hopkinsville  Broadcasting 
Company,  Incorporated  (WHOP)  re¬ 
questing  that  the  dates  for  exchange  of 
affirmative  engineering  and  rebuttal  en¬ 
gineering  exhibits  be  scheduled  for  Jan¬ 
uary  13,  1961,  and  January  27,  1961, 
respectively,  and  that  the  hearing  now 
scheduled  for  December  19, 1960,  be  con¬ 
tinued  to  February  3,  1961; 

It  appearing  that  gcod  cause  exists 
why  said  motion  should  be  granted,  there 
is  no  opposition  thereto  and  all  counsel 
have  consented  to  a  waiver  of  S  1.43  of 
the  Commission’s  rules  thereby  permit¬ 
ting  immediate  consideration  of  the 
pleading; 
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Accordingly,  it  is  ordered,  This  28th 
day  of  November  I960,  that  the  dates  for 
the  exchange  of  affirmative  and  rebuttal 
engineering  exhibits  shall  be  on  or  before 
January  13,  1961,  and  January  27,  1961, 
respectively. 

It  is  further  ordered,  That  the  hearing 
now  scheduled  for  December  19, 1960,  be, 
and  the  same  is  hereby  continued  to 
February  3, 1961, 10:00  a.m.,  at  the  Com¬ 
mission’s  Offices,  Washington,  D.C. 

Released:  November  29,  1960. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

(FR.  Doc.  60-11319;  Plied,  Dec.  5.  1960; 

8:56  ajn.] 

|  Docket  No.  13853;  FCC  60-1398 1 

MID-KANSAS,  INC. 

Memorandum  Opinion  and  Order 
Designating  Applications  for  Hear¬ 
ing  on  Stated  Issues 

In  re  applications  of  Mid-Kansas,  Inc., 
Docket  No.  13853,  for  construction  per¬ 
mit  for  a  common  carrier  microwave 
station  at  Manhattan,  Kansas,  File  No. 
2205-C1-P-60;  for  construction  permit 
for  a  common  carrier  microwave  station 
at  Junction  City,  Kansas,  File  No.  2206- 
Cl-P-60;  for  construction  permit  for  a 
common  carrier  microwave  station  at 
Abe  line,  Kansas,  File  No.  2207-C1-P-60; 
for  construction  permit  for  a  common 
carrier  microwave  station  at  St.  Mary’s, 
Kansas,  File  No.  224-C1-P-61. 

1.  Topeka  Broadcasters  Association, 
Inc.  (hereinafter  called  Topeka) ,  licensee 
of  station  WIBW-TV,  Topeka,  Kansas, 
timely  filed,  on  October  26,  1960,  a  pro¬ 
test  and  request  for  reconsideration  rela¬ 
tive  to  the  grants  without  hearing  of 
the  above-identified  applications  of  Mid- 
Kansas,  Inc.  (hereinafter  called  Mid- 
Kansas).  Mid-Kansas  timely  filed,  on 
November  7,  1960,  an  opposition  to  the 
aforesaid  protest  and  request  for  recon¬ 
sideration;  and  Topeka  timely  filed,  a 
reply  thereto  on  November  15, 1960. 

The  Protest 

2.  Topeka  alleges  that  it  is  a  party  in 
interest  for  the  following  reasons:  It 
provides  a  television  broadcast  service, 
through  station  WIBW-TV  at  Topeka, 
Kansas,  to  a  circular  area  with  a  radius 
of  approximately  63  miles  from  its  trans¬ 
mitter.  Topeka  also  shows  that  it  has 
pending  an  application  to  provide  addi¬ 
tional  coverage  to  the  west,  by  effecting 
construction  which  would  achieve  serv¬ 
ice  to  a  circular  area  with  a  radius  of 
approximately  71  miles.  Mid-Kansas 
seeks  to  provide,  as  a  communications 
common  carrier,  an  off-the-air  pickup 
and  relay  of  three  Kansas  City  television 
broadcast  stations  (KCMO-TV,  KMBC- 
TV,  and  WDAF-TV )  for  delivery  to 
CATV  systems  at  Manhattan,  Junction 
City,  and  Salina,  Kansas,  respectively. 
Mid-Kansas  further  indicates1  that  it 


1  In  its  opposition,  Mid -Kansas  shows  that 
it  has  Arm  requests  for  service  at  AbUene, 
Clay  Center,  Concordia,  and  Beloit.  The 
latter  communities,  and  Salina  are  outside 
Topeka’s  present  Grade  B  contour. 


may  also  hereafter  provide  such  service 
to  CATV  subscribers  at  Abilene,  Clay 
Center,  and  Concordia,  Kansas.  Since 
Manhattan  and  Junction  City  are  within 
the  present  service  area  of  station 
WIBW-TV;  since  Abilene  and  Clay  Cen¬ 
ter  would  be  within  the  service  area  of 
WIBW-TV  as  the  latter  propose  to  op¬ 
erate  if  its  pending  application  is 
granted ;  and  since  WIBW-TV  is  alleged 
to  be  received  now  at  all  of  the  locations 
at  which  CATV  subscribers  to  the  Mid- 
Kansas  system  might  be  located ;  Topeka 
alleges  that  the  impact  of  the  competi¬ 
tion  from  the  proposed  common  carrier 
and  CATV  operations  would  seriously 
cripple  station  WIBW-TV  as  a  going 
business  concern  and  diminish  its  serv¬ 
ice  to  the  public  which  it  now  serves  and 
proposes  to  serve. 

3.  Topeka  alleges  that  Mid-Kansas  is 
not  a  common  carrier  because  of  the  sub¬ 
stantial  identify  of  control  of  Mid-Kan¬ 
sas  and  the  CATVs  at  Junction  City  and 
Manhattan  and  the  reciprocal  interest 
of  each  of  these  entities  in  the  affairs  of 
the  other.*  Topeka  alleges  that,  in  these 
circumstances,  the  Commission  may  not 
lawfully  “wait  and  see”  whether  the  pub¬ 
lic  offering  service  of  Mid-Kansas  will 
actually  be  implemented  by  members  of 
the  public  other  than  those  identified 
with  Mid-Kansas. 

4.  Topeka  alleges  that  Mid-Kansas, 
as  a  common  carrier,  would  not  be  oper¬ 
ating  in  a  “lawful”  manner  because  it 
would  be  engaged  in  delivering  converted, 
misappropriated  or  “pirated”  property. 
This  contention  is  supported  by  an  argu¬ 
ment  that  the  television  programs  uti¬ 
lized  by  the  CATVs  belong  to  program 
producers,  broadcast  stations,  networks, 
film  owners  and  others,  and  that  the 
utilization  of  this  program  material 
without  securing  the  consent  of  the  own¬ 
ers  is  in  violation  of  the  property  rights 
of  such  owners.  Thus,  Mid-Kansas, 
when  participating  in  such  activity,  is 
alleged  to  be  engaged  knowingly  in  such 
unlawful  activity.  In  this  connection, 
Topeka  recognizes  that  there  has  been  no 
legal  adjudication  of  this  property  right 
question  and  that  such  matter  will  finally 
be  adjudicated  by  the  Courts. 

5.  Finally,  Topeka  urges,  on  the  basis 
of  all  of  the  foregoing,  that  a  grant  of 
the  subject  applications  would  not  serve 
the  public  interest  and  that  the  Commis¬ 
sion’s  policy  and  interpretation  of  the 
administrative  standard  of  public  inter¬ 
est  with  respect  to  common  carriers  serv¬ 
ing  CATV  ‘Systems,  as  expressed  in  para¬ 
graph  75  of  its  Report  and  Order  in 
Docket  No.  12443,  is  erroneous  and  un¬ 
lawful  and  should  not  be  applied  to  the 
subject  applications. 

6.  Topeka  asks  that  the  Mid -Kansas 
applications  be  designated  for  eviden¬ 
tiary  hearing  on  the  following  issues: 

1.  To  determine  the  effect  of  the  oper¬ 
ation  proposed  by  Mid-Kansas,  Inc.  in 
the  above-styled  applications  upon  the 
operation  of  television  Station  WIBW- 
TV,  Topeka,  Kansas,  and  upon  the  public 
served  by  the  said  Station. 


»  Mid-Kansas*  opposition  shows  that  its 
principals  have  only  a  minority  Interest  In 
the  Manhattan  CATV  and  no  Interest  In  the 
Abilene,  Clay  Center,  Concordia,  and  Beloit 
CATVs. 


2.  To  determine  whether  Mid-Kansas, 
Inc.  is,  or  would  be,  a  common  carrier 
under  the  provisions  of  the  Communica¬ 
tions  Act  of  1934,  as  amended,  and  the 
Commission’s  Rules  and  Regulations. 

3.  To  determine  whether  Mid-Kansas, 
Inc.  proposes  to  engage  in  unfair  com¬ 
petition  with  respect  to  Station  WIBW- 
TV  b?  distributing  television  programs 
to  the  public  directly  or  indirectly,  with¬ 
out  compensating,  or  securing  the  con¬ 
sent  of,  those  persons  who  possess  prop¬ 
erty  rights  and  interests  in  the  said 
programs. 

4.  To  determine  whether  Mid-Kansas, 
Inc.  proposes  to  deal  in,  and  profit  from! 
the  transmission  of  converted,  misap¬ 
propriated  or  unlawfully  acquired 
property  and  property  interests  in  re¬ 
spect  to  television  programs;  and,  if  so, 
to  determine  the  effect  of  such  facts 
upon  the  character  qualifications  of  the 
applicant. 

5.  To  determine  whether  the  proposed 
operation  of  Mid-Kansas,  Inc.  would 
affect  adversely  the  public  interest  in 
television  broadcasting,  with  particular 
reference  to  the  effect  of  such  proposed 
operation  of  the  effectuation  of  the 
Commission  television  channel  alloca¬ 
tion  plan,  the  construction  of  new  and 
improved  stations  and  booster  and 
translator  stations,  the  continued  exist¬ 
ence  of  Station  WIBW-TV  and  any 
other  television  stations  licensed  to  serve 
the  public  interest,  the  quantity  and 
quality  of  service  presently  and  proposed 
to  be  provided  by  any  television  stations, 
the  transmission  and  distribution  of 
television  programs  broadcast  by  tele- 

*  vision  stations  outside  their  service  areas 
and  in  the  service  area  of  Station 
WIBW-TV  or  any  other  television 
stations. 

6.  To  determine  in  the  light  of  the 
evidence  adduced  in  response  to  the 
above-stated  issues  whether  Mid-Kan¬ 
sas,  Inc.  is  eligible  to  receive  grants  of 
the  subject  applications,  and  whether 
grants  of  the  said  applications  would  not 
serve  the  public  interest. 

Disposition  of  the  Protest 

7.  Upon  the  allegations  of  adverse 
economic  impact,  we  find  and  conclude 
that  Topeka  is  a  party  in  interest  in 
this  proceeding. 

8.  In  our  Report  and  Order  in  Docket 
No.  12443,  we  set  forth  certain  conclu¬ 
sions  (paragraphs  45  thru  51  and  58  thru 
79),  which  are,  a  priori,  controlling  in 
this  case.  In  view  of  such  determina¬ 
tions,  and  in  light  of  the  facts  shown 
herein,  we  deem  Mid-Kansas  to  be  a 
communications  common  carrier  eli¬ 
gible  for  a  grant  of  the  authorizations 
herein  at  issue.  We  have  recognized 
that  a  communications  common  carrier 
•may  initially  acquire  such  status  by  es¬ 
tablishing  a  service  and  making  an  offer¬ 
ing  of  such  service  to  any  member  of 
the  public  who  may  desire  it.  We  have 
also  recognized  that  this  determination 
should  be  subject  to  later  review,  after 
the  carrier  has  had  a  reasonable  oppor¬ 
tunity  to  implement  its  service,  so  as  to 
determine  whether  there  is  any  continu¬ 
ing  need  for  the  common  carrier  offer¬ 
ing.  To  this  end,  we  have  provided  in 
our  rule  (8  21.709)  for  careful  review  of 


FEDERAL  REGISTER 


12485 


Tuesday,  December  6,  1960 

this  situation  at  the  time  of  renewal  of 
every  such  station  license.’ 4 * 6 * 

9.  In  connection  with  Topeka’s  alle¬ 
gations  of  conversion,  misappropriation 
and  “piracy”  of  property,  we  note  two 
significant  facts:  first,  Topeka,  in  its 
pleading  (paragraph  11(c)),  recognizes 
that  its  statements  of  legal  conclusion 
as  to  the  alleged  invasion  of  property 
right  are  not  yet  supported  by  any  stat¬ 
utory  or  judicial  authority;  and  second, 
Topeka  has  studiously  refrained  from 
alleging  that  the  CATVs  involved  in  this  • 
case  have  requested  anyone’s  permission 
to  use  the  signals  which  they  will  dis¬ 
seminate;  that  anyone  has  denied  such 
permission;  that  any  specific  alleged 
owner  of  such  signals  or  program  mate¬ 
rial  has  objected  to,  or  complained  about, 
the  alleged  misappropriation  here;  and 
Topeka  has  refrained  from  addressing 
itself  to  consideration  of  whether  the 
apparently  unchallenged  proposed  oper¬ 
ations  of  the  CATVs  carry,  at  least,  an 
implied  consent  from  the  alleged  prop¬ 
erty  owners.  The  entire  argument  of 
Topeka  on  this  point  spins  around  the 
proposition  that  one  who  misappro¬ 
priates  property  commits  an  unlawful 
act.  While  this  statement  may  be  cor¬ 
rect,  Topeka  does  not  come  out  with  a 
specific  accusation  or  indictment  of  the 
CATVs  in  this  case  on  that  charge.  For 
these  reasons,  we  conclude  that  the  alle¬ 
gations  relative  to  the  property  right 
question  do  not  adequately  specify  with 
particularity  the  facts  relied  upon  and 
are  not  well  pleaded.  Accordingly,  we 
do  not  think  that  any  proposed  issue 
relative  to  this  matter  requires  further 
consideration.8 

* Section  21.709  Renewal  of  station  li¬ 
censes.  (a)  Upon  filing  application  for  re¬ 
newal  of  station  license  of  a  radio  system  in 
the  Domestic  Public  Point-to-Point  Micro- 
wave  Radio  Service,  each  such  common  car¬ 
rier  licensee  who  does  not  also  operate  a 
telephone  or  telegraph  wireline  system  shall 
make  a  factual  showing  that,  during  its 
preceding  license  period,  at  least  50  percent 
of  the  total  hours  of  service  rendered  over 
the  radio  system,  and  not  less  than  50  per¬ 
cent  of  the  radio  channels  therein,  have  been 
used  by  subscribers  not  directly  controlling 
or  controlled  by,  or  under  direct  or  indirect 
common  control  with,  the  applicant. 

(b)  If  the  applicant  is  unable  to  meet 
the  criteria  set  forth  in  paragraph  (a)  of 
this  section,  he  shall  make  a  factual  showing 
of  the  extent  of  such  service  rendered,  the 
specific  nature,  extent,  and  dates  of  any 
efforts  the  licensee  has  made  to  achieve  use 
of  the  service  by  the  public,  and  offer  such 
further  showing  or  explanation  as  he  may 
deem  appropriate. 

(c)  The  showing  made  under  paragraphs 
(a)  and  (b)  of  this  section  shall  be  made 
in  duplicate  and  under  oath  and  submitted 
with  the  appropriate  renewal  application,. 

All  microwave  relay  point-to-point  radio  li¬ 
censes  expire  on  February  1, 1961. 


4  Mid -Kansas  already  shows  more  than  a 

mere  holding  out.  It  has  shown  that  it  will 
have  unrelated  subscribers  for  its  service. 

6  Even  were  this  issue  required  to  be  deter¬ 
mined,  we  would  designate  it  for  oral  argu¬ 
ment,  as  on  demurrer,  and  ultimate  disposi- 
w  tion  would  probably  follow  our  earlier 

decisions  in  this  connection  (cf.  In  the 
Matter  of  J.  E.  Belknap  and  Associates,  10 
R.R.  518A;  and  In  re  Application  of  Carter 
Mountain  Transmission  Corp.,  Docket  No. 

12931,  Memorandum  Opinion  and  Order, 
May  18, 1860). 


10.  WIBW-TV  serves  Topeka  with  a 
1960  population  of  118,561  (1960  prelimi¬ 
nary  report) .  Manhattan,  about  49 
miles  away,  with  1960  population  of 
22,797,  and  Junction  City,  about  62  miles 
distant,  with  1960  population  of  18,660, 
are  within  WIBW-TV  Grade  B  contour. 
Salina,  over  100  miles  away,  with  1960 
population  of  42,182  is  outside  the  Grade 
B  contour  and  receives  no  television 
service  at  this  time.  On  September  7, 
1960,  station  KSLN-TV  was  authorized 
to  construct  a  television  station  at  Salina. 
Mid-Kansas  urges  that,  if  it  is  not  stayed 
in  the  construction  of  the  stations  under 
protest,  it  will  be  in  position  to  extend 
its  system  to  serve  the  additional  com¬ 
munities  of  Clay  Center,  Concordia,  Abi¬ 
lene,  and  Beloit,  Kansas.  Topeka  shows 
that  it  has  pending  an  application  to 
move  its  site  to  a  point  which  will  enable 
it  to  include  Abilene  and  Clay  Center 
within  its  Grade  B  contour.  We  do  not 
think  it  desirable  or  proper  to  speculate, 
at  this  time,  what  either  or  both  parties 
may  do  in  the  future.  We  think  this  pro¬ 
test  should  be  considered  on  the  basis  of 
the  facts  as  they  exist  at  this  time. 

11.  It  is  evident  that  the  contested 
grants  are  not  necessary  to  the  mainte¬ 
nance  or  conduct  of  an  existing  service 
and,  upon  consideration  of  the  facts  set 
forth  above,  we  are  unable  to  conclude 
that  the  public  interest  requires  that  the 
grants  herein  remain  in  effect  pending 
final  disposition  of  this  case. 

12.  In  light  of  our  determinations 
herein,  we  deem  it  necessary  and  appro¬ 
priate  to  revise  certain  issues  proposed 
by  Topeka,  and  to  eliminate  others.  We 
do  not  adopt  any  of  the  issues  as  our  own. 

13.  Accordingly,  it  is  ordered.  That  the 
protest  is  granted  to  the  extent  herein 
provided,  and  denied  in  all  other  re¬ 
spects  ;  and  the  petition  for  reconsidera¬ 
tion  is  denied;  and  that,  pursuant  to  the 
provisions  of  section  309(c)  of  the  Com¬ 
munications  Act  of  1934,  as  amended,  a 
hearing  be  held  herein,  at  the  offices  of 
the  Commission  at  Washington,  D.C.,  at 
a  time  and  place  to  be  hereafter  an¬ 
nounced,  on  the  following  issues: 

(a)  To  determine  the  nature  and  ex¬ 
tent  of  any  adverse  effect  which  the  grant 
of  the  applications  herein  will  have  upon 
the  operation  of  station  WIBW-TV,  To¬ 
peka,  Kansas,  and  upon  the  public  served 
by  said  station. 

(b)  To  determine  whether  Mid-Kan¬ 
sas,  Inc.  is  not,  or  would  not  be,  a  com¬ 
mon  carrier  under  the  provisions  of  the 
Communications  Act  of  1934,  as  amend¬ 
ed,  and  the  Commission’s  rules  and 
regulations. 

(c)  To  determine  whether  the  con¬ 
clusions  set  forth  in  paragraphs  45  thru 
51  and  58  thru  79  of  the  Report  and 
Order  in  Docket  No.  12443,  as  applied 
in  this  case,  are  in  error. 

(d)  To  determine  whether,  in  the 
light  of  the  determinations  made  upon 
the  foregoing  issues,  the  Commission 
should  sustain  the  protest  and  set  aside 
the  grants  of  the  applications  herein. 

It  is  further  ordered,  That  Topeka 
Broadcasters  Association,  Inc.  shall  have 
the  burden  of  proof  on  all  issues  herein; 
and 

It  is  further  ordered.  That  the  grants 
of  the  foregoing  applications,  effected 


September  16,  1960,  are  hereby  stayed 
pending  the  Commission’s  final  decision 
in  this  matter  after  hearing;  and 
It  is  further  ordered,  That  Topeka 
Broadcasters  Association,  Inc.,  Mid- 
Kansas,  Inc.,  the  Chief  Common  Carrier 
Bureau,  and  the  Chief,  Broadcast  Bu¬ 
reau,  are  hereby  made  parties  to  the 
proceeding;  and  that  each  party  intend¬ 
ing  to  participate  in  the  hearing  herein 
shall  file  a  notice  of  appearance  not  later 
than  December  12,  1960. 

Adopted:  November  22,  1960. 
Released:  November  30,  1960. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

[F.R.  Doc.  60—11320;  Filed,  Dec.  6,  1960; 
8:56  a.m.] 


(Docket  Nos.  13844-13846;  FCC  60M-2021) 

WCYN  RADIO,  INC.  (WCYN) 

Order  Scheduling  Prehearing 
Conference 

In  re  applications  of  WCYN  Radio, 
Inc.  (WCYN) ,  Cynthiana,  Kentucky, 
Docket  No.  13844,  File  No.  BP-12717; 
Paul  F.  Braden  (WPAY),  Portsmouth, 
Ohio,  Docket  No.  13845,  File  No.  BP- 
12910;  Stokley  Bowling,  C.  A.  Diecks, 
H.  F.  Skidmore,  Horace  E.  Tabb  and 
J.  W.  Hodges,  d/b  as  Elizabethtown 
Broadcasting  Company  (WIEL),  Eliza¬ 
bethtown,  Kentucky,  Docket  No.  13846, 
File  No.  BP-13766;  for  construction 
permits. 

On  the  oral  request  of  counsel  for 
Elizabethtown  Broadcasting  Company 
(WIEL)  and  without  objection  by 
counsel  for  the  other  parties:  It  is 
ordered,  This  28th  day  of  November 
1960,  that  the  prehearing  conference  now 
scheduled  for  November  30,  1960  is  re¬ 
scheduled  to  Wednesday,  December  21, 
1960,  10  a.m.,  in  the  offices  of  the  Com¬ 
mission,  Washington,  D.C.,  and  that  the 
hearing  now  scheduled  for  December  21, 
1960  will  be  set  at  a  later  date. 

Released:  November  29, 1960. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

| F.R.  Doc.  60-11321;  Filed,  Dec.  5,  1960; 
8:56  am.] 

FEDERAL  AVIATION  AGENCY 

[Amdt.  29] 

ORGANIZATION  AND  FUNCTIONS 

Closing  of  Air  Carrier  District  Office 

In  accordance  with  the  public  infor¬ 
mation  requirements  of  the  Administra¬ 
tive  Procedures  Act,  section  22(b)  of  the 
Organization  and  Functions  of  the  Fed¬ 
eral  Aviation  Agency  as  published  on 
December  24,  1957  (22  F.R.  10499),  is 
amended  to  announce  the  closing  of  an 
Air  Carrier  Office  in  Region  Two: 

1.  Region  Two,  the  Air  Carrier  District 
Office  formerly  located  at  Administration 
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Building,  Room  107,  Municipal  Airport, 
Tulsa,  Oklahoma,  will  be  discontinued  as 
of  this  date. 

Issued  in  Washington,  D.C.,  on  Novem¬ 
ber  30, 1960. 

E.  R.  Quesada, 
Administrator. 

| PR.  Doc.  60-11279;  Piled,  Dec.  5,  1960; 
.  8:48  &.m.] 


FEDERAL  POWER  COMMISSION 

[Docket  No.  CP61-42] 

COLORADO-WYOMING  GAS  CO. 

Notice  of  Application  and  Date  of 
Hearing 

November  29,  1960. 

Take  notice  that  Colorado-Wyoming 
Gas  Company  (Applicant),  a  Delaware 
corporation  with  a  principal  office  at  888 
Sherman  Street,  Denver,  Colorado,  filed 
an  application  in  Docket  No.  CP61-42  on 
August  12,  1960,  and  a  supplement  there¬ 
to  on  October  14,  1960,  pursuant  to  sec¬ 
tion  7  of  the  Natural  Gas  Act  for  a 
certificate  of  public  convenience  and  ne¬ 
cessity  authorizing  the  Applicant  to  serve 
natural  gas  to  Public  Service  Company 
of  Colorado,  an  existing  customer,  for 
distribution  in  the  Town  of  Niwot,  Colo¬ 
rado  and  also  to  construct  and  operate 
a  4-inch  transmission  lateral  and  one 
meter  station  to  render  the  proposed 
service.  The  lateral  would  extend  from 
Applicant’s  main  line  between  Boulder 
and  Longmont  to  Niwot  and  service 
would  be  rendered  to  the  distributor  at 
the  city  gate. 

The  foregoing  is  more  fully  stated  in 
the  application  and  supplement  thereto 
filed  with  the  Federal  Power  Commission, 
and  open  to  public  inspection. 

The  application  recites  that  Public 
Service  proposes  to  construct  and  operate 
the  necessary  connection  with  Colorado- 
Wyoming’s  proposed  meter  station  and 
the  distribution  facilities  in  the  Town 
of  Niwot.  Such  facilities  will  consist  of 
a  regulator  station,  distribution  mains, 
service  lines  and  meter  installation  cost¬ 
ing  about  $94,600  in  1961  and  increasing 
gradually  to  $227,200  in  1965. 

Applicant  states  the  estimated  maxi¬ 
mum  day  and  annual  requirements  of 
Public  Service  in  Mcf  at  14.73  psia  are  as 
follows : 


Maximum 

Tear:  day  Annual 

1961  . » .  127  12,  760 

1962  . 265  68,600 

1963  . 623  135,  900 

1964  .  993  187, 100 

1965.. . . 1,260  389,400 


This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end : 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections  7 
and  15  of  the  Natural  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  on  January 
10,  1961  at  9:30  a  m.,  e.s.t.,  in  a  Hearing 
Room  of  the  Federal  Power  Commission, 


441  G  Street  NW.,  Washington,  D.C., 
concerning  the  matters  involved  in  and 
the  issues  presented  by  such  applica¬ 
tion:  Provided,  however.  That  the  Com¬ 
mission  may,  after  a  noncontested 
hearing,  dispose  of  the  proceedings  pur¬ 
suant  to  the  provisions  of  §  1.30(c)  (1)  or 
(2)  of  the  Commission’s  rules  of  practice 
and  procedure.  Under  the  procedure 
herein  provided  for,  unless  otherwise  ad¬ 
vised,  it  will  be  unnecessary  for  Applicant 
to  appear  or  be  represented  at  the 
hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  January 
3,  1961.  Failure  of  any  party  to  appear 
at  and  participate  in  the  hearing  shall  be 
construed  as  waiver  of  an  concurrence 
in  omission  herein  of  the  intermediate 
decision  procedure  in  cases  where  a  re¬ 
quest  therefor  is  made. 

Michael  J.  Farrell, 
Acting  Secretary. 

[PR.  Doc.  60-11280;  Piled,  Dec.  5.  1960; 

8:48  am.] 

% 

[Docket  No.  CP61-109] 

EL  PASO  NATURAL  GAS  CO. 

Notice  of  Application  and  Date  of 
Hearing 

November  29,  1960. 

Take  notice  that  on  October  5,  1960, 
El  Paso  Natural  Gas  Company,  P.O.  Box 
1492,  El  Paso,  Texas  (Applicant) ,  filed  in 
Docket  No.  CP6 1-109  an  application  pur¬ 
suant  to  section  7(c)  of  the  Natural  Gas 
Act  for  a  certificate  of  public  convenience 
and  necessity  authorizing  the  construc¬ 
tion  and  operation  of  routine  field  facili¬ 
ties  to  enable  Applicant  to  take  into  its 
certificated  pipeline  system  natural  gas 
which  will  be  purchased  from  producers 
thereof  in  the  general  area  of  Applicant’s 
existing  transmission  system  from  time 
to  time  during  the  calendar  year  1961, 
at  a  total  cost  not  to  exceed  $5,000,000, 
with  no  single  project  to  exceed  a  cost  of 
$500,000,  all  as  more  fully  set  forth  in 
the  application  which  is  on  file  with 
the  Commission  and  open  to  public 
inspection. 

The  purpose  of  this  “budget-type”  ap¬ 
plication  is  to  augment  Applicant’s 
ability  to  act  with  reasonable  dispatch 
in  contracting  for  and  connecting  to  its 
pipeline  system  new  supplies  of  natural 
gas  in  various  producing  areas  generally 
coextensive  with  said  system. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  on  Decem¬ 
ber  29,  1960,  at  9:30  a.m.,  e.s.t.,  in  a 
Hearing  Room  of  the  Federal  Power 
Commission,  441  G  Street  NW.,  Wash¬ 


ington,  D.C.,  concerning  the  matters  in¬ 
volved  in  and  the  issues  presented  by 
such  application:  Provided,  however, 
That  the  Commission  may,  after  a  non¬ 
contested  hearing,  dispose  of  the  pro¬ 
ceedings  pursuant  to  the  provisions  of 
§  1.30(c)  (1)  or  (2)  of  the  Commission’s 
rules  of  practice  and  procedure.  Under 
the  procedure  herein  provided  for,  unless 
otherwise  advised,  it  will  be  unnecessary 
for  Applicant  to  appear  or  be  represented 
at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  Decem¬ 
ber  19,  1960.  Failure  of  any  party  to 
appear  at  and  participate  in  the  hearing 
shall  be  construed  as  waiver  of  and  con¬ 
currence  in  omission  herein  of  the  inter¬ 
mediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

.  Michael  J.  Farrell, 
Acting  Secretary. 

[PR.  Doc.  60-11281;  Filed,  Dec.  5,  1960; 

8:48  a.m.] 


[Docket  No.  E-6967] 

GULF  STATES  UTILITIES  CO. 

Notice  of  Application 

November  28, 1960. 

Take  notice  that  on  November  17, 1960, 
an  application  was  filed  with  the  Fed¬ 
eral  Power  Commission  pursuant  to  sec¬ 
tion  204  of  the  Federal  Power  Act  by  Gulf 
States  Utilities  Company  (“Applicant”), 
a  corporation  organized  under  the  laws 
of  the  State  of  Texas  and  doing  business 
in  the  States  of  Texas  and  Louisiana 
with  its  principal  business  office  at  Beau¬ 
mont,  Texas,  seeking  an  order  authoriz¬ 
ing  the  issuance  of  350,000  shares  of 
Common  Stock,  without  par  value.  Ap¬ 
plicant  proposes  to  issue  the  aforesaid 
Common  Stock  and  to  sell  it  at  competi¬ 
tive  bidding  on  or  about  January  24, 
1961.  The  aforesaid  Common  Stock  will 
have  one  vote  per  share.  Applicant 
states  that  the  proceeds  from  the  issu¬ 
ance  and  sale  of  the  additional  Common 
Stock  will  be  used  initially  to  reimburse 
Applicant’s  treasury  in  part  for  con¬ 
struction  expenses  heretofore  made;  will 
enable  Applicant  to  pay  in  full  all  of  its 
short-term  notes  estimated  to  be  out¬ 
standing  as  of  the  date  of  issuance  of 
said  additional  Common  Stock  and  will 
permit  Applicant  to  carry  forward  its 
construction  program  until  the  Spring 
of  1961. 

Any  person  desiring  to  be  heard  or  to 
make  any  protests  with  reference  to  said 
application  should  on  or  before  the  19th 
day  of  December  1960,  file  with  the  Fed¬ 
eral  Power  Commission,  Washington  25, 
D.C.,  petitions  or  protests  in  accordance 
with  the' requirements  of  the  Ccmmis- 
sion’s  rules  of  practice  and  procedure  (18 
CFR  1.8  or  1.10).  The  application  is  on 
file  and  available  for  public  inspection. 

Michael  J.  Farrell, 
Acting  Secretary. 

[F.R.  Doc.  60-11282;  Filed,  Dec.  5,  1960; 

8:48  a.m.] 
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(Docket  NO.CF61-55] 

natural  gas  pipeline  company 

OF  AMERICA 

Notice  of  Application  and  Date  of 
Hearing 

November  29, 1960. 

Take  notice  that  Natural  Gas  Pipeline 
Company  (Applicant),  a  Delaware  cor¬ 
poration  with  a  principal  office  at  122 
South  Michigan  Avenue,  Chicago,  Illi¬ 
nois,  filed  an  application  in  Docket  No. 
CP61-55  on  August  23,  1960,  and  a  sup¬ 
plement  thereto  on  September  30,  1960, 
pursuant  to  section  7  of  the  Natural  Gas 
Act  for  a  certificate  of  public  convenience 
and  necessity  authorizing  Applicant  to 
construct  and  operate  a  tap  on  its  exist¬ 
ing  24-inch  transmission  pipeline,  and 
approximately  100  feet  of  2-inch  lateral 
from  this  tap  to  the  facilities  of  the  city 
of  Nebraska  City,  Nebraska  (Nebraska 
City) ,  and  a  meter  and  regulator  station 
at  the  terminus  of  Applicant’s  proposed 
lateral,  all  in  Otoe  County,  Nebraska. 
Applicant  proposes  to  deliver  natural  gas 
to  the  city  of  Nebraska  City  for  resale 
and  distribution  in  the  village  of  Una- 
dilla,  Nebraska.  Applicant  states  Ne¬ 
braska  City  has  secured  the  necessary 
franchise  and  will  construct  and  operate 
the  necessary  distribution  system  in  the 
town  and  about  2,300  feet  of  pipeline 
connecting  to  Natural’s  pipeline.  Ne¬ 
braska  City  is  an  existing  customer  of 
Applicant  in  this  area. 

The  foregoing  is  more  fully  stated  in 
the  application  and  supplement  on  file 
with  the  Commission,  and  open  to  public 
inspection. 

Nebraska  City  estimates  Unadilla’s  gas 
requirements  as  follows : 


* 

Volumes  In  Mcf 

1st  year 

2d  year 

3d  year 

Annual  requirements . 

Peak  day  requirements... 

9,120 

90 

10, 640 
105 

11,400 

107.5 

\ 

The  delivery  and  sale  of  the  gas  will 
be  made  as  part  of  the  existing  contract 
quantity  of  Nebraska  City.  The  esti¬ 
mated  cost  of  Nebraska  City’s  proposed 
project  is  $25,202,  which  includes  a  pro¬ 
posed  $5,000  contribution  to  Applicant, 
which  it  proposes  to  finance  from  funds 
on  hand  in  its  bond  surplus  fund  which 
was  $296,219  as  of  July  31,  1960.  The 
interest  rate  is  shown  as  4  percent. 

Applicant  estimates  the  cost  of  its  pro¬ 
posed  facilities  at  $8,630  which  will  be 
paid  out  of  funds  on  hand.  Natural 
proposes  to  have  Nebraska  City  reim¬ 
burse  it  for  $5,000  of  the  total  cost. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  on  January 
10,  1961,  at  9:30  a.m.,  e.s.t.,  in  a  Hearing 
Room  of  the  Federal  Power  Commission, 
441  G  Street  NW.,  Washington,  D.C., 


concerning  the  matters  involved  in  and 
the  issues  presented  by  such  application : 
Provided,  however.  That  the  Commission 
may,  after  a  non-contested  hearing,  dis¬ 
pose  of  the  proceedings  pursuant  to  the 
provisions  of  §  1.30(c)  (1)  or  (2)  of  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure.  Under  the  procedure  herein 
provided  for,  unless  otherwise  advised, 
it  will  be  unnecessary  for  Applicant  to 
appear  or  be  represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  The  Federal  Power  Commis¬ 
sion,  Washington  25,  D.C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  January 
3,  1961.  Failure  of  any  party  to  appear 
at  and  participate  in  the  hearing  shall 
be  construed  as  waiver  of  and  concur¬ 
rence  in  omission  herein  of  the  inter¬ 
mediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

Michael  J.  Farrell, 
Acting  Secretary. 

(F.R.  Doc.  60-11283;  Filed,  Dec.  5,  1960; 

8:49  a.m.] 


[Docket  No.  CP61-97] 

NATURAL  GAS  STORAGE  COMPANY 
OF  ILLINOIS 

Notice  of  Application  and  Date  of 
Hearing 

November  29,  1960. 

Take  notice  that  on  September  30, 
1960,  as  supplemented  on  October  17, 
1960,  Natural  Gas  Storage  Company  of 
Illinois,  122  South  Michigan  Avenue, 
Chicago  3,  Illinois,  (Applicant)  filed  in 
Docket  No.  GP61-97  an  application  pur¬ 
suant  to  section  7(c)  of  the  Natural  Gas 
Act  for  a  certificate  of  public  convenience 
and  necessity  authorizing  the  construc¬ 
tion  and  operation  of  certain  additional 
storage  field  facilities  at  the  Herscher 
Storage  Field  in  Kankakee  County,  Il¬ 
linois,  all  as  more  fully  set  forth  in  the 
application  and  supplement  which  are 
on  file  with  the  Commission  and  open  to 
public  inspection. 

The  facilities  for  which  authorization 
is  sought  herein  are: 

( 1 )  Supercharging  three  existing  2,000 
BHP  engines  to  2,800  BHP  each,  a  total 
of  2,400  additional  horsepower;  costing 
$325,000; 

(2)  Drilling  and  completing  two  in¬ 
jection-withdrawal  wells  at  the  Gales- 
ville  Reservoir,  with  appurtenances; 
costing  $144,300; 

(3)  Drilling  and  completing  three  in¬ 
jection- withdrawal  wells  at  the  Mount 
Simon  Reservoir,  with  appurtenances; 
costing  $417,300; 

(4)  Gathering  facilities  to  tie  in  the 
new  wells ;  costing  $101,200; 

(5)  Overhead  and  contingencies;  cost¬ 
ing  $91,300;  and 

(6)  2,612,500  Mcf  of  cushion  gas 
at  Mount  Simon  Reservoir;  costing 
$771,471. 

The  total  estimated  cost  above  is 
$1,850,571,  which  Applicant  proposes  to 
finance,  along  with  the  cost  of  other 
certificated  facilities,  by  the  issuance  and 
sale  of$6,000,000  of  bonds  plus  internally 
generated  cash. 


The  proposed  facilities  will  be  used 
to  increase  the  presently  authorized 
maximum  daily  withdrawal  from  storage 
of  650,000  Mcf  of  natural  gas  to  a  total 
of  725,000  Mcf  by  using  all  three  reser¬ 
voirs:  namely,  the  Galesville  and  Mount 
Simon  at  Herscher  Field,  and  the  Cooks 
Mills  Field,  the  increased  deliveries  to 
be  made  to  present  customers  of  Appli¬ 
cant  commencing  with  the  1961-62 
winter  season. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject  to 
the  jurisdiction  conferred  upon  the  Fed¬ 
eral  Power  Commission  by  sections  7  and 
15  of  the  Natural  Gas  Act,  and  the  Com¬ 
mission’s  rules  of  practice  and  procedure, 
a  hearing  will  be  held  on  December  29, 
1960,  at  9:30  a.m.,  e.s.t.,  in  a  Hearing 
Room  of  the  Federal  Power  Commission, 
441  G  Street  NW.,  Washington,  D.C., 
concerning  the  matters  involved  in  and 
the  issues  presented  by  such  application : 
Provided,  however.  That  the  Commission 
may,  after  a  non-contested  hearing,  dis¬ 
pose  of  the  proceedings  pursuant  to  the 
provisions  of  §  1.30(c)  (1)  or  (2)  of  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure.  Under  the  procedure  herein 
provided  for,  unless  otherwise  advised, 
it  will  be  unnecessary  for  Applicant  to 
appear  or  be  represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25.  D.C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  Decem¬ 
ber  19,  1960.  Failure  of  any  party  to 
appear  at  and  participate  in  the  hearing 
shall  be  construed  as  waiver  of  and  con¬ 
currence  in  omission  herein  of  the  inter¬ 
mediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

Michael  J.  Farrell, 
Acting  Secretary. 

(F.R.  Doc.  60-11284;  Filed.  Dec.  5,  1960; 

8:49  a.m.] 


[Docket  No.  CP61-99 j 

NORTHERN  NATURAL  GAS  CO. 

Notice  of  Application  and  Date  of 
Hearing 

November  29,  1960. 

Take  notice  that  Northern  Natural  Gas 
Company  (Applicant),  a  Delaware  cor¬ 
poration  with  a  principal  office  at  2223 
Dodge  Street,  Omaha,  Nebraska,  filed  an 
application  in  Docket  No.  CP61-99  on 
September  29,  1960,  for  a  certificate  of 
public  convenience  and  necessity  au¬ 
thorizing  the  Applicant  to  construct  and 
operate  1.4  miles  of  3-inch  pipeline  from 
its  Wilmar,  Minnesota  branch  line  to 
Bongards’  Creamery,  plus  a  measuring 
and  regulating  station,  all  in  Carver 
County,  Minnesota,  and  to  sell  natural 
gas  to  Minnesota  Valley  Natural  Gas 
Company  (an  existing  customer)  for  re¬ 
sale  on  an  interruptible  basis  to  Bongards 
Cooperative  Creameries,  near  Waconia, 
Minnesota.  Minnesota  Valley  is  an 
existing  customer  of  Northern,  distribut¬ 
ing  gas  in  Waconia  and  other  towns. 
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The  foregoing  is  more  fully  described 
in  the  application  on  file  with  the  Com¬ 
mission  and  open  to  public  inspection. 

The  application  recites  that  the  pro¬ 
posed  service  will  neither  increase  the 
contract  demand  or  saleable  capacity  of 
its  system  nor  affect  its  ability  to  serve 
the  firm  requirements  of  its  utility 
customers. 

On  the  basis  of  Bongards  Creamery’s 
actual  1959  fuel  comsumption,  its  daily 
and  annual  requirements  for  the  first 
three  years  are  estimated  respectively  at 
750  Mcf  and  204,300  Mcf  at  14.73  psia. 
The  annual  curtailment,  based  on  ex¬ 
perience,  is  estimated  at  44,400  Mcf. 

Applicant  states  the  cost  of  the  pro¬ 
posed  facilities  including  interest  and 
overhead  is  estimated  at  $34,680  which 
Applicant  proposes  to  meet  out  of  cash 
on  hand  and  cash  generated  from  opera¬ 
tions.  Applicant  states  that  Minnesota 
Valley  has  agreed  to  reimburse  it  for  the 
total  cost  of  the  proposed  facilities. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections  7 
and  15  of  the  Natural  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  on  Janu¬ 
ary  11,  1961,  at  9:30  am.,  e.s.t.,  in  a 
Hearing  Room  of  the  Federal  Power 
Commission,  441  G  Street  NW.,  Wash¬ 
ington,  D.C.,  concerning  the  matters  in¬ 
volved  in  and  the  issues  presented  by 
such  application:  Provided,  however, 
That  the  Commission  may,  after  a  non- 
contested  hearing,  dispose  of  the  pro¬ 
ceedings  pursuant  to  the  provisions  of 
§  1.30(c)  (1)  or  (2)  of  the  Commission’s 
rules  of  practice  and  procedure.  Under 
the  procedure  herein  provided  for  unless 
otherwise  advised,  it  will  be  unnecessary 
for  Applicant  to  appear  or  be  repre¬ 
sented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
.be  filed  with  the  Federal  Power  Com¬ 
mission,  Washington  25,  D.C.,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CFR  1.8  or  1.10)  on  or  before 
January  3,  1961.  Failure  of  any  party 
to  appear  at  and  participate  in  the  hear¬ 
ing  shall  be  construed  as  waiver  of  and 
concurrence  in  omission  herein  of  the 
intermediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

Michael  J.  Farrell, 
Acting  Secretary. 

(F.R.  Doc.  60-11285;  Plied,  Dec.  5,  1960; 

8:49  a.m.] 


(Project  No.  2275) 

PUBLIC  SERVICE  COMPANY  OF 
COLORADO 

Notice  of  Application  for  License 

November  29,  1960. 

Public  notice  is  hereby  given  that  Pub¬ 
lic  Service  Company  of  Colorado,  Den¬ 
ver,  Colorado,  has  filed  application  under 
the  Federal  Power  Act  (16  U.SC.  791a- 
825r)  for  license  for  constructed  Project 
No.  2275  located  on  South  Arkansas  River 


and  Fooses  Creek  in  Chaffee  County, 
Colorado,  affecting  lands  of  the  United 
States  within  he  San  Isabel  National 
Forest.  The  project  consists  of  two  hy¬ 
droelectric  developments:  (1)  Salida 
Hydro  No.  1,  consisting  of  the  Garfield 
Division  and  the  Fooses  Creek  Reservoirs 
having  a  combined  storage  capacity  of  16 
acre-feet;  Garfield  gravity  pipeline  4806 
feet  long;  pressure  pipeline  8080  feet 
long ;  powerhouse  containing  one  750  kw 
and  two  160  kw  generators;  substation; 
control  equipment  and  other  appurte¬ 
nances;  and  (2)  Salida  Hydro  No.  2,  con¬ 
sisting  of  a  forebay  which  is  the  after¬ 
bay  of  Salida  No.  1;  pressure  pipeline 
No.  2,  11,668  feet  long;  powerhouse  con¬ 
taining  one  560  kw  and  one  240  kw  gen¬ 
erator;  substation;  control  equipment 
and  other  appurtenances. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Com¬ 
mission,  Washington  25,  D.C.,  in  accord¬ 
ance  with  the  rules  of  practice  and 
procedure  of  the  Commission  (18  CFR 
1.8  or  1.10).  The  last  day  upon  which 
protests  or  petitions  may  be  filed  is  Feb¬ 
ruary  7,  1961.  The  application  is  on  file 
with  the  Commission  for  public  inspec¬ 
tion. 

Michael  J.  Farrell, 
Acting  Secretary. 

(F.R.  Doc.  60-11286;  Filed,  Dec.  5,  1960; 

8:49  a.m.) 


[Docket  No.  CP61-79) 

UNITED  GAS  PIPE  LINE  CO.  AND 
TEXAS  GAS  TRANSMISSION  CORP. 

Notice  of  Application  and  Date  of 
Hearing 

November  3, 1960. 

Take  notice  that  on  September  20, 
1960,  United  Gas  Pipe  Line  Company 
(United)  and  Texas  Gas  Transmission 
Corporation  (Texas  Gas)  filed  in  Docket 
No.  CP61-79  a  joint  application  pursuant 
to  section  7(c)  of  the  Natural  Gas  Act 
for  a  certificate  of  public  convenience 
and  necessity  authorizing  the  exchange 
of  natural  gas  at  existing  and  proposed 
points  of  interconnection  between  their 
two  systems  as  set  forth  in  their  ex¬ 
change  agreement  dated  August  30, 1960, 
and  authorizing  the  installation  and  op¬ 
eration  of  new  metering  and  intercon¬ 
necting  facilities  at  said  proposed  points 
of  interconnection,  all  as  more  fully  set 
forth  in  the  joint  application  which  is  on 
file  with  the  Commission  and  open  to 
public  inspection. 

Proposed  interconnections  are : 

(A)  The  intersection  of  United’s  26- 
inch  pipeline  with  Texas  Gas’  20-inch 
pipeline  near  Bayou  Sale,  St.  Mary 
Parish,  Louisiana; 

(B)  The  intersection  of  United’s  16- 
inch  pipeline  with  Texas  Gas’  20-inch 
pipeline  near  Patoutville,  Iberia  Parish, 
Louisiana; 

(C)  The  intersection  of  United’s  6- 
inch  pipeline  with  Texas  Gas’  10-inch 
pipeline  near  Church  Point,  Acadia 
Parish,  Louisiana; 

(D)  The  intersection  of  United’s  20- 
inch  pipeline  wtih  Texas  Gas’  16-inch 
pipeline  near  Iowa,  Calcasieu  Parish, 
Louisiana;  and 


(E)  The  intersection  of  United’s  3- 
inch  pipeline  with  Texas  Gas’  26-inch 
pipeline  near  Meeker,  Rapides  Parish, 
Louisiana. 

Existing  interconnections  at  which  ex¬ 
change  of  gas  is  proposed  are : 

(F)  The  intersection  of  United’s  26- 
inch  pipeline  with  Texas  Gas  26-inch 
and  18-inch  pipelines  near  Guthrie, 
Ouachita  Parish,  Louisiana; 

(G)  The  intersection  of  United’s  8- 
inch  pipeline  with  Texas  Gas’  20-inch 
pipeline  near  the  Carthage  Corporation’s 
gasoline  plant  in  Carthage  Field,  Texas- 
and 

(H)  The  tailgate  of  the  Champlin  Oil 
and  Refining  Company’s  gasoline  plant 
in  Carthage  Field,  Texas,  where  United 
and  Texas  Gas  receive  gas. 

Texas  Gas  proposes  to  install,  main¬ 
tain  and  own  metering  facilities  at  (A) 
and  (C) .  Estimated  capital  cost  of  such 
facilities  is  $18,020. 

United  proposes  to  install,  maintain 
and  own  metering  facilities  at  (B),  (D) 
and  (E) .  Estimated  capital  cost  of  such 
facilities  is  $29,465. 

The  exchange  agreement  contem¬ 
plates  deliveries  of  gas  from  either  party 
when  the  system  operation  of  the  other 
party  requires  assistance,  provided  that 
such  delivery  causes  no  curtailment  or 
interruption  of  service  to  the  market  of 
the  party  making  the  delivery.  The 
company  receiving  the  delivery  must  re¬ 
turn  an  equal  volume  of  gas  within  60 
days  or  such  other  period  as  is  mutually 
agreeable. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end : 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act,  and 
the  Commission’s  rules  of  practice  and 
procedure,  a  hearing  will  be  held  on  De¬ 
cember  6,  1960,  at  9:30  a.m.,  e.s.t.,  in  a 
Hearing  Room  of  the  Federal  Power 
Commission,  441  G  Street.  NW.,  Wash¬ 
ington,  D.C.,  concerning  the  matters  in¬ 
volved  in  and  the  issues  presented  by 
such  application:  Provided,  however, 
That  the  Commission  may,  after  a  non- 
contested  hearing,  dispose  of  the  pro¬ 
ceedings  pursuant  to  the  provisions  of 
§  1.30(c)  (1)  or  (2)  of  the  Commis¬ 
sion’s  rules  of  practice  and  procedure. 
Under  the  procedure  herein  provided  for, 
unless  otherwise  advised,  it  will  be  un¬ 
necessary  for  Applicants  to  appear  or  be 
represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  No¬ 
vember  25,  1960.  Failure  of  any  party  to 
appear  at  and  participate  in  the  hearing 
shall  be  construed  as  waiver  of  and  con¬ 
currence  in  omission  herein  of  the  in¬ 
termediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

Michael  J.  Farrell, 
Acting  Secretary. 

[F.R.  Doc.  60-11287;  Filed,  Dec.  5,  I960; 

8:49  a.m.) 
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Tuesday,  December  6,  1960 

[Docket  No.  G-2306  etc.] 

AMERICAN  LOUISIANA  PIPE  LINE  CO. 
ET  AL. 

Order  Severing  Proceedings,  Consoli¬ 
dating  Proceedings,  Fixing  Date  of 

Hearing  and  Specifying  Procedure 

December  1,  I960. 

American  Louisiana  Pipe  Line  Com¬ 
pany,  Docket  No.  G-2306;  Michigan  Wis¬ 
consin  Pipe  Line  Company,  Docket  No. 
0-2327;  American  Louisiana  Pipe  Line 
Company,  Docket  No.  G-10396;  Panhan¬ 
dle  Eastern  Pipe  Line  Company,  Docket 
No.  G-11061;  Michigan  Wisconsin  Pipe 
Line  Company,  Docket  No.  G-17180; 
Trunkline  Gas  Company,  Docket  No. 
CP60-22,  (Phase  Two) ;  Panhandle  East¬ 
ern  Pipe  Line  Company,  Docket  No. 
CP60-40;  Panhandle  Eastern  Pipe  Line 
Company,  Docket  No.  CP60-60;  Pan¬ 
handle  Eastern  Pipe  Line  Company,  Doc¬ 
ket  No.  CP60-126;  Village  of  Tremont, 
Illinois,  Docket  No.  CP61-8;  Panhandle 
Eastern  Pipe  Line  Company,  Docket  No. 
CP61-36;  Citizens  Gas  Company,  Doc¬ 
ket  No.  CP61-54;  Central  Illinois  Light 
Company,  Docket  No.  CP61-114;  Central 
Illinois  Light  Company,  Docket  No. 
CP61-115. 

In  Docket  Nos.  G-2306,  et  al.,1  the 
Commission  issued  Opinion  No.  276  and 
accompanying  order,  on  October  1,  1954, 
authorizing  American  Louisiana  Pipe 
Line  Company  (American  Louisiana) ,  a 
Delaware  corporation  with  principal 
place  of  business  at  645  Griswold  Street, 
Detroit  26,  Michigan,  to  construct  a  new 
gas  transmission  pipeline  system  ap¬ 
proximately  1,200  miles  in  length  to  ex¬ 
tend  from  North  Tepetate,  Louisiana, 
to  Detroit,  Michigan.2  As  certificated, 
the  new  pipeline  system  had  an  initial 
sales  capacity  of  approximately  300,000 
Mcf  of  natural  gas  per  day.  In  its  appli¬ 
cation,  American  Louisiana  sought  au¬ 
thorization  to  deliver  this  entire  initial 
sales  capacity  to  two  affiliated  com¬ 
panies,  Michigan  Wisconsin  Pipe  Line 
Company  (Michigan  Wisconsin)  in  the 
amount  of  100,000  Mcf  per  day,  and 
Michigan  Consolidated  Gas  Company 
(Michigan  Consolidated)  in  the  amount 
of  200,000  Mcf  per  day.1  However,  the 
allocation  of  the  natural  gas  and  certain 
other  issues  were  reserved  in  Opinion 
No.  276. 


‘The  entire  consolidated  proceeding  in¬ 
cluded:  American  Louisiana  Pipe  Line  Com¬ 
pany,  G-2306;  Michigan  Wisconsin  Pipe  Line 
Company,  G-2327  and  G-9850;  Northern  Nat-  . 
ural  Gas  Company,  G-2399,  G-2460,  G-4259, 
G-4260,  G-4261  and  G-12241;  El  Paso  Natural 
Gas  Company,  G-12135;  Permian  Basin 
Pipeline  Company,  G-12242;  Iron  Ranges 
Natural  Gas  Company,  G-9648,  G-12223  and 
G-12217;  Midwestern  Gas  Transmission 
Company,  G-9451,  G-9452  and  G-9453;  Ten¬ 
nessee  Gas  Transmission  Company,  G-9454 
and  G-11107;  and  Natural  Gas  Pipeline 
Company  of  America,  G-9966. 

‘Notice  of  the  application  filed  by  Amer¬ 
ican  Louisiana  was  published  in  the  Federal 
Register  on  December  29,  1953  (18  F.R. 
8812). 

‘Michigan  Consolidated  is  exempt  from 
the  jurisdiction  of  the  Commission  (Docket 
No.  G-6507),  but.  forms  a  part  of  the 
American  Natural  Gas  Company,  together 
with  American  Louisiana  and  Michigan 
Wisconsin. 


In  Docket  No.  G-2327,  Michigan  Wis¬ 
consin,  a  Delaware  corporation  with 
principal  place  of  business  at  500  Gris¬ 
wold  Street,  Detroit,  Michigan,  filed  an 
application  for  a  certificate  authorizing 
the  construction  and  operation  of  addi¬ 
tional  pipeline  facilities  consisting  of 
looping  existing  pipeline  and  increasing 
compressor  facilities  in  order  to  enlarge 
its  average  day  system  sales  capacity 
from  approximately  303,000  Mcf  to 
403,000  Mcf  or  more  of  natural  gas  per 
day.*  This  increase  would  utilize  the 
100,000  Mcf  per  day  which  American 
Louisiana  sought  to  deliver  to  Michigan 
Wisconsin  in  Docket  No.  G-2306. 

In  Docket  Nos.  G-2306  and  G-2327 
et  al.,  the  Commission  issued  Opinion 
No.  291  and  accompanying  order,  on 
May  7,  1956,  authorizing,  inter  alia, 
American  Louisiana  to  construct  and 
operate  the  facilities  described  in  its 
application  in  Docket  No.  G-2306  with 
respect  to  which  decision  was  reserved 
in  Opinion  No.  276  and  accompanying 
order.  Michigan  Wisconsin  was  author¬ 
ized  to  construct  and  operate  the  facil¬ 
ities  described  in  its  application  in  Doc¬ 
ket  No.  G-2327,  consisting  of  looping  ex¬ 
isting  pipeline  facilities  and  increasing 
compressor  facilities.  (15  F.P.C.  23.)*  • 

Of  its  initial  sales  capacity  of  ap¬ 
proximately  300,000  Mcf  per  day,  Amer¬ 
ican  Louisiana  was  authorized  to  sell 
to  Michigan  Wisconsin  the  maximum  of 
85,000  Mcf  per  day,  and  to  Michigan 
Consolidated  the  maximum  amount  of 
135,000  Mcf  per  day.  Final  disposition 
of  the  remaining  volume  of  80,000  Mcf 
per  day  was  reserved  until  further  order 
of  the  Commission  and,  pending  such 
order,  that  volume  was  divided  15,000 
Mcf  per  day  to  Michigan  Wisconsin  and 
65,000  Mcf  per  day  to  Michigan  Con¬ 
solidated.  (15  F.P.C.  at  43) . 

Having  previously  amended  the  per¬ 
tinent  portion  of  Opinion  No.  291  (16 
F.P.C.  897),  the  Commission  entered  an 
order  on  May  9,  1957,  which,  inter  alia, 
made  a  further  modification  of  such 
opinion.  It  was  there  provided  that 
Michigan  Consolidated  was  to  receive 
a  permanent  allocation  of  146,000  Mcf 
per  day  and  Michigan  Wisconsin  to  re¬ 
ceive  90,515  Mcf  per  day.  The  balance 
of  59,885  Mcf  per  day  remaining  in  the 
American  Louisiana  capacity  was  tem¬ 
porarily  allocated  as  follows:  (a)  51,600 
Mcf  per  day  to  Michigan  Consolidated 
and  (b)  8,825  Mcf  per  day  to  Michigan 
Wisconsin.  (17  F.P.C.  657.)* 


‘Notice  of  the  application  filed  by  Michi¬ 
gan  Wisconsin  was  published  in  the  Federal 
Register  on  December  29,  1953  (18  F.R.  8812) . 
6  References  to  this  proceeding  include: 

15  F.P.C.  23;  16  F.P.C.  702;  16  F.P.C.  720; 

16  F.P.C.  779;  16  F.P.C.  858;  16  F.P.C.  897; 

16  F.P.C.  944;  17  F.P.C.  300;  17  FP.C.  461; 

17  F.P.C.  657;  17  FP.C.  671;  18  F.P.C.  632; 

18  FP.C.  685;  19  F.P.C.  1;  19  FP.C.  217;  19 
FP.C.  268;  19  F.P.C.  737;  19  F.P.C.  913;  19 
FP.C.  1113;  20  FP.C.  410;  20  FP.C.  447;  20 
FP.C.  675;  21  FP.C.  70;  21  FP.C.  409  and 
21  FP.C.  414. 

•This  temporary  allocation  was  reaffirmed 
on  June  25,  1958  (19  FP.C.  1113) .  On  Octo¬ 
ber  31,  1958,  the  Commission  entered  an 
opinion  and  order  in  Docket  Nos.  G-2306,  et 
al.  (20  FP.C.  575).  In  pertinent  part,  it 
was  found  and  held  that  a  permanent  allo¬ 
cation  of  the  59,  885  Mcf  per  day  reserved 


In  Docket  No.  G-10396,7  American 
Louisiana  filed  an  application  on  May 
14,  1956,  for  a  certificate  of  public  con¬ 
venience  and  necessity  pursuant  to  sec¬ 
tion  7  of  the  Natural  Gas  Act,  authoriz¬ 
ing  it  to  construct  and  operate  certain 
facilities  for  the  transportation  and  sale 
of  natural  gas  in  interstate  commerce. 
American  Louisiana  sought  to  construct 
and  operate  (as  additions  to  the  facil¬ 
ities  theretofore  certificated  in  Docket 
No.  G-2306),  35.8  miles  of  8%  inch 
“gathering”  pipeline,  meter  and  regu¬ 
lator  stations,  four  new  compressor  sta¬ 
tions  with  an  aggregate  of  42,000  horse¬ 
power  and  an  addition  of  2,000  horse¬ 
power  to  two  of  its  three  then  certifi¬ 
cated  compressor  stations.  American 
Louisiana  proposed  to  construct  the  fa¬ 
cilities  in  two  steps,  as  follows: 

“Step  one”  to  consist  of  the  construction 
of  two  new  12,000  horsepower  compressor 
stations  in  Indiana  and  Ohio  and  the  addi¬ 
tion  of  2,000  horsepower  in  two  previously 
certificated  stations.  This  would  result  in 
an  increase  in  the  system  daily  delivery  ca¬ 
pacity  from  300,000  Mcf  to  approximately 
360,000  Mcf  of  natural  gas  per  day.8 

“Step  two”  to  consist  of  the  construction, 
by  July  1,  1957,  of  two  new  compressor  sta¬ 
tions,  numbers  2  and  5,  one  of  8,000  horse¬ 
power  to  be  constructed  in  Louisiana  and  one 
of  10,000  horsepower  to  be  constructed  in 
Tennessee.  The  resultant  Increase  in  daily 
delivery  capacity  would  be  approximately 
40,000  Mcf  of  natural  gas  per  day.9 

The  overall  system  daily  delivery  ca¬ 
pacity  would  be  increased  from  300,000 
Mcf  of  natural  gas  per  day  (Docket  Nos. 
G-2306,  et  al.)  to  400,000  Mcf  per  day 
upon  completion  and  operation  of  all  the 
proposed  facilities. 

In  Docket  Nos.  G-10398,  G-10399,  G- 
10400,  G-10442  and  G-10443,  Gulf  Refin¬ 
ing  Company  (Gulf),  a  Delaware 
corporation,  filed  on  May  14  and  May  21, 
1956,  applications  for  certificates  of  pub¬ 
lic  convenience  and  necessity  pursuant 
to  section  7  of  the  Natural  Gas  Act  au¬ 
thorizing  it  to  sell  natural  gas  to  Ameri¬ 
can  Louisiana  for  transportation  and 
resale  in  interstate  commerce  from  the 
following  fields:  10 


in  Docket  Nos.  G-2306  and  G-2327  should 
not  be  made  and  should  be  deferred,  with 
the  temporary  allocation  set  forth  In  17 
F.P.C.  657,  659  remaining  In  effect  (20  FP.C. 
575  at  611,613). 

7  References  to  this  proceeding  Include: 

17  FP.C.  22;  18  FP.C.  571;  19  FP.C.  661; 

20  F.P.C.  475;  20  FP.C.  851;  21  F.P.C.  218; 

21  F.P.C.  366;  21  FP.C.  530;  21  FP.C.  688; 

22  F.P.C.  82  and  22  FP.C.  91. 

*  On  July  13,  1956,  American  Louisiana 
filed  an  application  for  temporary  authoriza¬ 
tion  to  proceed  with  "step  one”  of  its  con¬ 
struction  program,  which  authorization  was 
granted  by  the  Commission  on  August  8, 
1956,  without  prejudice  to  the  ultimate  dis¬ 
position  of  the  application  filed  by  American 
Louisiana. 

•In  Docket  No.  G-10396,  an  order  was 
entered  on  March  14,  1958,  denying  permis¬ 
sion  to  American  Louisiana  to  withdraw 
pleadings  designed  to  delete  “step  two"  from 
the  expansion  program  contained  in  the 
application, 

“As  noted  herein,  action  in  Docket  No. 
G-10398  (Krotz  Springs)  has  been  post¬ 
poned;  in  Docket  No.  G-10400  (West  Little 
Chenier),  a  certificate  has  been  granted;  and 
in  Docket  Nos.  G-10399  (Church  Point), 
G-10442  (Hayes)  and  G-10443  (Washington), 
the  applications  were  withdrawn. 
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Docket  No.  0-10898,  Krotx  Springs,  La. 

Docket  No.  0-10399,  Church  Point,  La. 

Docket  No  0-10400,  West  Little  Chenier, 

Lr>.. 

Docket  No.  0-10442.  Hayes,  La. 

Docket  No.  0-10443,  Washington,  La. 

These  applications  were  related  to  the 
application  filed  by  American  Louisiana 
in  Docket  No.  G-10390.11 

In  Docket  No.  G-11061,  Panhandle 
Eastern  Pipe  Lane  Company  (Pan¬ 
handle),  a  Deleware  corporation  with 
principal  offices  at  1221  Baltimore  Ave¬ 
nue.  Kansas  City  5,  Missouri,  and  120 
Broadway,  New  York  5,  New  York,  filed 
an  application  on  September  10,  1956, 
pursuant  to  section  7(b)  of  the  Natural 
Gas  Act  for  an  order  permitting  and  ap¬ 
proving  complete  abandonment  of  serv¬ 
ice  to  Michigan  Consolidated,12  including 
the  delivery  and  sale  of  125.000  Mcf  of 
natural  gas  per  day  to  Michigan  Con¬ 
solidated  at  Detroit,  Michigan,  and  2,000 
Mcf  of  natural  gas  per  day  at  Ann  Arbor, 
Michigan. 

In  Docket  Nos.  G-10396,  G-10398,  G- 
10399,  G-10400,  0-10442,  G-10443  and 
G-11061,  consolidation  was  effectuated 
by  an  order  issued  October  5,  1956. 

In  Docket  Nos.  G-1G399,  G-10442  and 
G-10443,  the  certificate  applications  filed 
by  Gulf  were  withdrawn  by  order  of  the 
Commission  issued  January  11,  1957.  In 
Docket  No.  G-10398  (Krotz  Springs 
field) ,  action  on  the  motion  filed  by  Gulf 
to  withdraw  the  certificate  application 
was  postponed.  (17  F.P.C.  22  )  13 

In  Docket  Nos.  G-10396,  et  al.,  an  or¬ 
der  was  issued  on  October  10,  1958,14 
granting  a  certificate  to  American  Lou¬ 
isiana  and  authorizing  the  construction 
and  operation  of  the  facilities  involved 
in  “step  one”  but  not  in  “step  two”  of  its 
application  in  Docket  No.  G-10396.  The 
increased  capacity  made  available 
thereby  to  American  Louisiana  was  allo¬ 
cated  55  percent  to  Michigan  Wisconsin 
and  45  percent  to  Michigan  Consolidated 
until  further  order  of  the  Commission, 
but  none  of  the  expansion  gas  was  to  be 
used  for  firm  loads.  (20  F.P.C.  475.) 

In  Docket  No.  G-18312,  American  Lou¬ 
isiana  filed  an  application  on  April  15, 
1959,  for  a  certificate  authorizing  con¬ 
struction  and  operation  of  compressor 
stations,  numbers  2  and  5,  totalling 
18,000  horsepower,  for  the  purpose  of  in¬ 
creasing  the  daily  delivery  capacity  of 
American  Louisiana  by  approximately 
43,000  Mcf  of  natural  gas  per  day.1'*  On 
December  29,  1959,  the  certificate  was 


11  Notice  of  the  applications  of  American 
Louisiana  and  Gulf  was  published  in  the 
Ffderal  Register  on  August  24,  1956  (  21  F.R. 
6397-6398). 

12  Notice  of  the  application  filed  by  Pan¬ 
handle  was  published  in  the  Federal  Regis¬ 
ter  on  October  11,  1956  (  21  F.R.  7783). 

,;*The  right  of  Gulf  to  cancel  the  Krotz 
Springs  contract  is  now  the  subject  of  judi¬ 
cial  proceedings  (20  F.P.C.  475  at  477). 

14  In  Docket  No.  G-10400,  the  order  of 
October  10,  1958  also  granted  a  certificate  of 
public  convenience  and  necessity  to  Gulf. 
And  in  the  same  order,  the  Commission  de¬ 
ferred  action  on  the  application  by  Pan¬ 
handle  to  abandon  service  to  Michigan  Con¬ 
solidated  in  Docket  No.  G-11061. 

15  Notice  of  the  application  filed  by  Ameri¬ 
can  Louisiana  was  published  in  the  Federal 
Register  on  September  18,  1959  (24  F.R. 
7558). 


issued  in  Docket  No.  G-18312  and  what 
American  Louisiana  sought  in  “step  two” 
of  its  application  in  Docket  No.  G-10396, 
supra,  was  achieved.  (22  F.P.C.  1116.) 

In  Docket  No.  G-11061,  the  order  per¬ 
mitting  abandonment  of  service  by  Pan¬ 
handle  to  Michigan  Consolidated  was 
issued  on  December  19,  1958.  It  was 
ordered  therein,  in  pertinent  part,  that 
American  Louisiana  should  deliver  to 
Michigan  Consolidated  127,000  Mcf  of 
natural  gas  per  day,  utilizing  the  59,885 
Mcf  of  natural  gas  per  day  reserved  in 
Docket  No.  G-2306,  additional  output  by 
use  of  all  compressors,  and  the  additional 
57,000  Mcf  per  day  capacity  made  avail¬ 
able  in  Docket  No.  G-10396,  until  further 
order  of  the  Commission.  (Docket  Nos. 
G-10396,  et  al.;  20  F.P.C.  851.) 

On  January  26,  1959,  Michigan  Con¬ 
solidated  filed  with  the  Commission  a 
proposal  in  settlement  of  the  controversy. 
Under  this  proposal  the  order  authoriz¬ 
ing  complete  abandonment  would  be 
modified  and  would  provide,  instead, 
that  Panhandle  be  authorized  to  aban¬ 
don  as  of  October  1,  1959,  its  present 
deliveries  cf  127,000  Mcf  per  day  which 
are  available  on  the  peak  days  upon  con¬ 
dition  that  on  the  same  date  Panhandle 
commence  the  delivery  to  Michigan  Con¬ 
solidated  of  the  same  annual  volume  of 
46,355,000  Mcf.  This  plan,  Michigan 
Consolidated  urged,  WGuld  enable  Pan¬ 
handle  to  serve  75,000  additional  space 
heating  consumers  and  at  the  same  time 
permit  Michigan  Consolidated  through 
the  use  of  storage  facilities  to  meet  its 
own  requirements.  Numerous  responses 
were  filed  for  and  against  this  plan. 
Among  those  opposing  the  plan  were 
Panhandle  and  many  of  its  customers. 
Since  the  plan  was  net  acceptable  to 
the  parties  and  was  otherwise  inconsist¬ 
ent  with  the  order  authorizing  abandon¬ 
ment,  it  was  rejected  by  the  Commission. 
(Docket  Nos.  G-10396,  et  al.;  21  F.P.C. 
218  at  227.) 

In  Docket  No.  G-17180,  Michigan  Wis¬ 
consin  filed  an  application  on  December 
4,  1958,  for  a  certificate  of  public  con¬ 
venience  and  necessity  pursuant  to  sec¬ 
tion  7  of  the  Natural  Gas  Act  authorizing 
it  to  construct  and  operate  certain  facil¬ 
ities  to  sell  natural  gas  to  eight  distribut¬ 
ing  companies  “  for  distribution  in  29 
communities  in  Wisconsin  and  one  in 
Michigan,  all  as  more  fully  represented 
in  the  application. 

Although  Michigan  Wisconsin  stated 
in  its  application  that  such  application 
is  “wholly  independent  of  any  applica¬ 
tion  or  proposal”  then  pending  before 
the  Commission,  it  was  stated  that,  on 
November  4,  1958,  Michigan  Wisconsin 
notified  the  Commission,  in  compliance 
with  Opinion  No.  316  (dated  October 
31, 1958)  (20  F.P.C.  575),  that  the  appli¬ 
cation  in  Docket  No.  G-17180  would  be 
filed.  In  was  also  stated  that  service 
was  originally  sought  from  Michigan 
Wisconsin  by  the  distributing  companies 
in  conjunction  with  its  application  in 


18  Including :  City  Gas  Company,  Merrill 
Gas  Company,  Peoples  Gas  Company,  Wis¬ 
consin  Fuel  and  Light  Company,  Wisconsin 
Public  Service  Corporation,  Wisconsin  Rapids 
Gas  and  Electric  Company,  Central  Wiscon¬ 
sin  Gas  Company  and  Natural  Gas  Distribu¬ 
tors,  Inc. 


Docket  No.  G-2327  and  that  by  Opinion 
No.  291,  and  subsequent  orders,  the  Com¬ 
mission  reserved  for  service  to  these  new 
markets  an  average  day  volume  of 
59,885  Mcf  out  of  the  initial  300,000  Mcf 
per  day  capacity  of  American  Louisiana 
(citing  15  F.P.C.  23.  16  F.P.C.  897,  17 
F.P.C.  300  and  17  F.P.C.  657,  in  Docket 
Nos.  G-2306,  et  al.) ” 

To  accomplish  the  sale  to  the  dis¬ 
tributing  companies,  Michigan  Wiscon¬ 
sin  proposes  to  construct  and  operate 
approximately  278.9  miles  of  main  line 
extensions  and  approximately  2,750  ad¬ 
ditional  horsepower  on  its  pipeline 
facilties. 

The  proposed  expansion  is  estimated 
to  cost  aproximately  $9,162,000.  It  is 
anticipated  that  the  expansion  would  be 
financed  through  the  issuance  of  bonds 
in  the  amount  of  $8,000,000.  The  bal¬ 
ance  of  the  funds  required  would  be 
obtained  from  treasury  funds. 

In  Docket  No.  G-18144,  Panhandle 
filed  an  application  on  March  24,  1959, 
as  supplemented  on  April  1,  1959,  and 
April  15,  1959,18  in  the  alternative  for 
(1)  a  modification  of  the  certificate  of 
public  convenience  and  necessity  issued 
to  it  on  June  80,  1956,  in  Docket  No. 
G-2433  or  (2)  a  certificate  of  public  con¬ 
venience  and  necessity  pursuant  to  sec¬ 
tion  7  of  the  Natural  Gas  Act  authorizing 
the  operation  of  facilities  which  Pan¬ 
handle  has  installed  to  modernize  and 
turbocharge  its  compressor  engines  at 
existing  stations  and  the  delivery  of  an 
additional  30,000  Mcf  of  .natural  gas  per 
day  to  its  existing  customers. 

Docket-  Nos.  G-10396,  G-10400,  G- 
11061,  and  G-18144  18  were  consolidated 
on  April  22,  1959,  for  the  purpose  of  a 
hearing  on  the  issues  concerning  the  al¬ 
location  of  (1)  the  127,000  Mcf  per  day 
resulting  from  the  abandonment  by  Pan¬ 
handle  of  service  to  Michigan  Consoli¬ 
dated  and  (2)  the  30,000  Mcf  per  day  re¬ 
sulting  from  the  application  filed  by  Pan¬ 
handle  in  Docket  No.  G-18144  (21  F.P.C. 
530). 

In  Docket  No.  G-11061,  the  Presiding 
Examiner  issued  his  initial  decision  on 
June  16,  1959,  approving  the  plan  sub¬ 
mitted  by  Panhandle  for  allocating  the 
127,000  Mcf  of  natural  gas  per  day  which 
resulted  from  the  order  authorizing 
abandonment  by  Panhandle  of  its  serv¬ 
ice  to  Michigan  Consolidated. 

In  Docket  No.  G-18144,  the  Presiding 
Examiner  recommended  that  a  certifl- 


17  In  Its  application  in  Docket  No.  G-17180, 

Michigan  Wisconsin  also  referred  to  Opinion 
No.  316,  wherein  its  application  to  serve  the 
same  distributing  companies  as  well  as  cer¬ 
tain  other  communities  and  to  provide  an 
inter-connection  with  the  facilities  of  North¬ 
ern  Natural  Gas  Company  was  denied 
(Docket  No.  G-9850)  (20  F.P.C,  575  at 

603-606,  613). 

See  also  the  application  and  orders  of  the 
Commission  Issued  in  the  consolidated  pro¬ 
ceedings  involving  Docket  No.  G-18316  (22 
F.P.C.  775,  1157;  23  F.P.C.  Ill,  583,  740;  24 
F.P.C.  33),  appeal  pending,  Michigan  Gas 
and  Electric  Company  v.  F.P.C.,  CADC  No. 
15592. 

18  Notice  of  the  application  filed  by  Pan¬ 
handle  was  published  in  the  Federal  Register 
on  April  29,  1959  (24  FE.  3334).  • 

>*  Michigan  Consolidated  was  denied  leave 
to  intervene  in  Docket  No.  G-18144  (21 
F.P.C.  688  and  22  F.P.C.  91). 
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cate  of  public  convenience  and  necessity 
issue  to  Panhandle  authorizing  the  mod¬ 
ernization  and  operation  by  Panhandle 
of  its  compressor  station  engines  and  a 
certificate  authorizing  Panhandle  to  al¬ 
locate  the  30,000  Mcf  per  day  of  addi¬ 
tional  capacity  made  available  in  Docket 
No.  G-18144. 

In  Docket  Nos.  G-10396,  et  al.,  the 
Commission  issued  an  order  on  July  16, 

1959,  adopting  the  initial  decision  of  the 
Presiding  Examiner  both  as  to  Docket  No. 
G-11061  and  Docket  No.  G-18144  (22 
F.P.C.  82).* 

In  Docket  Nos.  G-10396  et  al,  eleven 
consolidated  petitions  for  review  were 
filed  with  the  United  States  Circuit  Court 
of  Appeals  for  the  District  of  Columbia 
Circuit,  challenging  three  related  orders 
of  the  Commission  :  (1)  the  order  issued 
December  19,  1958,  authorizing  the 

abandonment  by  Panhandle  and  allocat¬ 
ing  American  Louisiana’s  gas  to  Michi¬ 
gan  Consolidated;  (2)  the  order  issued 
February  13,  1959,  denying  rehearing,  re¬ 
jecting  the  offer  of  settlement  submitted 
by  Michigan  Consolidated  and  excluding 
the  American  Natural  system  and  its  cus¬ 
tomers  from  further  proceedings  involv¬ 
ing  disposition  of  the  abandonment  gas 
and  (3)  an  order,  issued  during  the 
course  of  the  hearings,  affirming  the  ex¬ 
clusion  of  certain  evidence  by  the  Presid¬ 
ing  Examiner.  Upon  review,  the  orders 
were  set  aside  and  the  case  remanded  to 
the  Commission  for  further  proceed*  lgs 
not  inconsistent  with  the  opinion  of  the 
Court.  Michigan  Consolidated  Gas 
Company  v.  P.P.C.,  __  U.S.  App.  D.C.,  — , 
„,  P  2d  „  (Nos.  14975,  et  al.,  decided 
April  29,  1960,  rehearing  denied,  July  11, 
1960). 

In  Docket  Nos.  G-10396  et  al.,  petitions 
were  also  filed  with  the  Court  to  review 
the  order  of  the  Commission  approving 
the  proposal  submitted  by  Panhandle 
for  the  distribution  of  157,000  Mcf  of 
gas  among  its  customers,  including  the 
127,000  Mcf  of  abandonment  gas  and  the 
30,000  Mcf  made  available  by  the  expan¬ 
sion  of  the  transmission  facilities  of  Pan¬ 
handle.  Upon  review,  it  was  ordered  that 
the  order  of  allocation  of  the  abandon¬ 
ment  gas  be  set  aside  as  moot.  The  or¬ 
der  denying  Michigan  Consolidated  leave 
to  intervene  with  respect  to  the  30,000 
Mcf  was  affirmed.  Michigan  Consoli¬ 
dated  Gas  Company  v.  F.P.C.  __  U.S. 
App.  D.C.  „ ,  F.  2d  __  (No.  15358, 
decided  July  11,  1960) 

In  CP60-22,  Trunkline  Gas  Company 
(Trunkline),  a  Delaware  corporation 
with  principal  place  of  business  at  Hous¬ 
ton,  Texas,  filed  an  application  on  Feb¬ 
ruary  2,  1960,  as  amended  on  April  29, 

1960,  and  July  11,  1960,  for  a  certificate 
of  public  convenience  and  necessity  pur¬ 
suant  to  section  7  of  the  Natural  Gas  Act 
authorizing  the  construction  and  opera¬ 
tion  of  certain  facilities,  and  the  sale  of 
gas  therefrom,  all  as  more  fully  repre¬ 
sented  in  the  application.  Pursuant  to  a 
notice  of  applications,  issued  August  12, 
i960,21  a  consolidated  hearing 22  was  com- 

20  The  initial  decUion  of  the  Presiding  Ex¬ 
aminer  appears  at  22  P.P.C.  86. 

*'  Notice  of  the  applications  was  published 
in  the  Federal  Register  on  August  18,  1960 
(26  F.R.  8008). 

a  In  “Phase  One”  of  Docket  No.  CP60-22, 
Trunkline  seeks  authority  to  make  initial 

No.  23< 
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menced  on  September  7,  1960,  before  a 
Presiding  Examiner  and  the  matter  is 
pending  decision  on  “Phase  One”  of  the 
application  filed  by  Trunkline.” 

In  Docket  No.  CP60-22,  Trunkline  re¬ 
quested  in  its  second  amendment  filed  on 
July  11,  1960,  that  consideration  of  the 
proposed  sale  of  approximately  130,000 
Mcf  per  day  of  natural  gas  to  Panhandle, 
as  described  in  the  original  application, 
be  deferred  until  the  Commission  is  pre¬ 
pared  to  proceed  with  the  pending  ex¬ 
pansion  application  filed  by  Panhandle 
in  Docket  No.  CP60-60.  The  notice  of 
application  issued  on  August  12,  1960, 
supra,  related  only  to  the  “First  Phase” 
of  the  application  in  Docket  No.  CP60- 
22  and  not  to  the  “Second  Phase”,  the 
proposed  sales  to  Panhandle. 

In  “Phase  Two”,  Trunkline  requests 
authorization  to  expand  its  certificated 
design  capacity  from  605,000  Mcf  per 
day 24  to  710,000  Mcf  per  day  for  the  pur¬ 
pose  of  increasing  its  sale  to  Panhandle. 
The'  application  states  that  Panhandle 
has  advised  Trunkline  of  the  intention  of 
Panhandle  to  increase  the  volumes  of  gas 
to  be  supplied  to  its  customers  for  the 
purpose  of  meeting  the  rapidly  growing 
requirements  of  its  markets  and  that 
Trunkline  has  agreed  to  supply  Panhan¬ 
dle  with  substantial  additional  quantities 
of  gas  and  to  increase  the  maximum  daily 
quantity  to  be  sold  by  Trunkline  to  Pan¬ 
handle  to  475,000  Mcf,  representing  an 
increase  of  approximately  130,000  Mcf 
per  day.* 

In  order  to  increase  its  line  capacity 
to  make  the  sale  of  an  additional  130,000 
Mcf  per  day  to  Panhandle,  Trunkline 
proposes  to  install  approximately  97.5 
miles  of  main  line  loop  and  other  neces¬ 
sary  appurtenances* 

The  proposed  total  expansion  is  esti¬ 
mated  to  cost  approximately  $45,100,000 
and  the  proposed  financing  includes  the 


deliveries  and  sales  of  gas  to  Mississippi 
River  Transmission  Corporation,  Northern 
Indiana  Public  Service  Company,  Central 
Illinois  Electric  and  Gas  Company  and  the 
City  of  Rensselaer,  Indiana.  Trunkline  also 
proposes  to  deliver  additional  volumes  of 
gas  to  certain  of  its  existing  customers, 
namely,  Central  Illinois  Public  Service  Com¬ 
pany,  Citizens  Gas  Company,  United  Cities 
Gas  Company  and  the  City  of  McLeansboro, 
Illinois. 

In  the  application,  as  amended,  Trunkline 
proposes  to  construct  and  operate  only  a  por¬ 
tion  of  those  facilities  described  In  Its  orig¬ 
inal  application.  Including  the  installation 
of  154.5  miles  of  main  loop  line  and  69.4 
miles  of  supply  lateral,  measuring  stations 
and  other  appurtances. 

32  The  entire  consolidated  proceeding  in¬ 
cluded:  Trunkline  Gas  Company,  Docket 
Nos.  CP60-22  and  CP60-61;  Mississippi  River 
Transmission  Corporation,  Docket  No.  CP60- 
95;  Richardson  &  Bass,  (Operator),  Docket 
No.  CI60-209;  The  California  Company, 
Docket  No.  CI60-215  and  Humble  -Oil  &  Re¬ 
fining  Company,  Docket  No.  CI60-269. 

31  Assuming  that  “Phase  One”  Of  the  appli¬ 
cation  in  Docket  No.  CP60-22  Is  granted. 

35  The  present  Panhandle  contract-demand 
from  Trunkline  is  345,000  Mcf  per  day. 

33  The  154.5  miles  of  main  line  loop  pro¬ 
posed  In  "Phase  One”  and  the  97.6  miles  pro¬ 
posed  herein  will  complete  the  looping  of 
the  main  transmission  line  of  Trunkline. 
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sale  of  $10,000,000  in  common  stock  to 
Panhandle  and  the  issuance  of  $35,000,- 
000  in  long-term  securities,  consisting  of 
$27,000,000  in  bonds  and  $8,000,000  in 
preferred  stock.  “Phase  One”  of  the  ap¬ 
plication  is  estimated  to  cost  approxi¬ 
mately  $25,400,000,  and  the  proposed 
financing  of  it  includes  the  issuance  of 
$20,000,000  in  long-term  securities  and 
the  sale  of  $5,400,000  in  common  stock  to 
Panhandle. 

In  CP60-40,  Panhandle  filed  on  Feb¬ 
ruary  19,  1960,  an  application,  as  supple¬ 
mented  on  March  21,  1960,  pursuant  to 
section  7(c)  of  the  Natural  Gas  Act,  for 
a  certificate  of  public  convenience  and 
necessity  .seeking  authorization  to  con¬ 
struct  and  operate  a  measuring  and  reg¬ 
ulating  station  on  its  existing  main  line 
in  Paulding  County,  Ohio,  in  order  to 
transport  and  sell  natural  gas  to  General 
Portland  Cement  Company  (Portland), 
on  an  interruptible  basis  during  the  pe¬ 
riod  March  15  to  November  15  of  each 
year,  all  as  more  fully  represented  in  the 
application. 

The  application  states  that  Portland 
will  use  the  natural  gas  to  fire  2  kilns 
in  the  manufacture  of  cement  at  its  plant 
in  Paulding  County  and  that  Portland 
will  realize  important  economies  in  fuel 
consumption,  ease  of  operation  and  other 
benefits  by  use  of  natural  gas. 

The  sale  will  be  made  pursuant  to  an 
industrial  gas  contract  which  provides, 
among  other  things,  for  a  maximum  de¬ 
livery  of  up  to  10,000  Mcf  per  day  during 
the  period  March  15  to  November  15  of 
each  year. 

To  accomplish  the  sale  to  Portland, 
Panhandle  proposes  to  construct  a  meas¬ 
uring  and  regulating  station  at  a  cost 
of  approximately  $20,700.  to  be  financed 
from  funds  on  hand.  Portland  will  con¬ 
struct  and  operate  a  short  connecting 
lateral  to  its  cement  plant  from  the  main 
line  of  Panhandle. 

Notice  of  the  application  filed  by  Pan¬ 
handle  was  published  in  the  Federal 
Register  on  September  3,  1960  (25  F.R. 
8584).  The  hearing,  originally  sched¬ 
uled  for  September  29,  1960,  was  con¬ 
tinued  on  September  28,  1960,  subject 
to  further  notice  by  the  Secretary  of  the 
Commission  (25  F.R.  9577) . 

In  Docket  No.  CP60-60,  Panhandle 
filed,  on  March  14,  1960,  as  amended  on 
May  24,  1960,  and  supplemented  on  Au¬ 
gust  19,  1960,  an  application  pursuant  to 
section '7  of  the  Natural  Gas  Act,  for  a 
certificate  of  public  convenience  and  ne¬ 
cessity  authorizing  it  to  construct  and 
operate  certain  facilities  for  the  trans¬ 
portation  and  sale  of  an  additional 
volume  of  325,000  Mcf  of  natural  gas  per 
day  in  interstate  commerce,  all  as  more 
fully  represented  in  the  application. 

Panhandle  seeks  authorization  to  con¬ 
struct  and  operate  approximately  298 
miles  of  30-inch  pipeline  loops  along  its 
main  transmission  line  between  its  exist¬ 
ing  Liberal,  Kansas,  and  Montezuma, 
Indiana,  compressor  stations,  and  to  add 
25,000  horsepower  of  compressor  units  to 
existing  stations  along  this  section  of 
line.  Panhandle  also  proposes  to  con¬ 
struct  and  operate  approximately  42.8 
miles  of  16-  and  26-inch  supply  laterals 
and  approximately  80  miles  of  6-  to  12- 
inch  sales  laterals.  * 
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The  proposed  expansion  is  estimated 
to  cost  approximately  $46,480,000,  of 
which  $43,680,000  is  associated  with 
main  line  and  supply  lateral  facilities. 
It  is  anticipated  that  the  expansion 
would  be  financed  through  the  issuance 
of  debentures. 

Panhandle  alleges  that  it  has  increased 
volumes  of  gas  available  from  Trunkline, 
its  subsidiary,  and  that  it  has  entered 
into  contracts  with  independent  pro¬ 
ducers,  which,  together  with  existing 
supplies,  assure  that  Panhandle  can 
make  the  increased  deliveries  of  gas  for 
which  it  here  seeks  authority.  Panhan¬ 
dle  proposes  to  distribute  the  additional 
volumes  of  gas  made  available  by  this 
expansion  to  existing  customers  and 
“such  other  customers  as  may  be  sought 
during  the  pendency  of  the  proceedings”. 

In  Docket  No.  CP60-126,  Panhandle 
filed  on  June  20. 1960,  an  application  and 
on  June  24,  1960,  a  supplement  thereto, 
pursuant  to  section  7  of  the  Natural  Gas 
Aet,  requesting  authorization  to  trans¬ 
port  natural  gas  in  interstate  commerce 
for  sale  to  Johns-Manville  Fiber  Glass, 
Inc.  (Johns-Manville)  in  Ohio,  all  as 
more  fully  represented  in  the  appli¬ 
cation. 

Panhandle  now  has  authorization  to 
transport  gas  to  existing  plants  of  Johns- 
Manville  near  Defiance,  Ohio,  and  pro¬ 
poses  to  transport  additional  gas  for  sale 
and  delivery  to  the  new  Johns-Manville 
fiberglass  plant  and  to  an  existing  Johns- 
Manville  plant  near  Waterville,  Ohio. 
The  sales  are  to  be  made  on  an  inter¬ 
ruptible  basis.  Panhandle  has  agreed  to 
supply  Johns-Manville's  natural  gas  re¬ 
quirements  for  processing  use  up  to  a 
daily  volume  of  6,000  Mcf.  The  esti¬ 
mated  annual  requirement  for  the  pro¬ 
posed  new  service  will  not  exceed 
600,000  Mcf  per  year.  Panhandle  al¬ 
leges  that  natural  gas  is  essential  to  the 
processes  which  will  be  performed  in  the 
new  Johns-Manville  plant.  The  gas  will 
be  used  principally  to  fire  smelters  and 
refiners  in  the  glass  furnaces,  the  prod¬ 
uct  of  which  will  be  textile  fiber  glass. 
Panhandle  states  that  the  gas  will  not 
be  used  for  boiler  fuel.  Under  the  con¬ 
tract  between  these  parties  Johns-Man¬ 
ville  is  required  to  keep  standby  fuel  on 
hand. 

Panhandle  proposes  to  construct  and 
operate  measuring  and  regulating 
equipment  at  the  point  of  connection 
between  the  main  line  of  Panhandle  and 
the  supply  line  to  the  plants.  The  cost 
of  the  measuring  and  regulating  station 
is  estimated  to  be  $15,000,  which  will  be 
financed  from  cash  on  hand. 

Notice  of  the  application  filed  by 
Panhandle  was  published  in  the  Federal 
Register  on  September  3,  1960  (25  F.R.* 
8584).  The  hearing,  originally  sched¬ 
uled  for  OctobeT  25,  1960,  was  continued 
on  September  23,  1960,  subject  to  fur¬ 
ther  notice  by  the  Secretary  of  the  Com¬ 
mission  (25  F.R.  9309). 

In  Docket  No.  CP61-8,  the  Village  of 
Tremont,  Illinois,  a  municipal  corpora¬ 
tion  organized  and  existing  under  the 
laws  of  Illinois,  filed  an  application  on 
July  14,  1960,  as  supplemented  on  Sep¬ 
tember  13, 1960,  pursuant  to  section  7(a) 
of  the  Natural  Gas  Act  for  an  order 
directing  Panhandle  to  establish  physi- 
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cal  connection  of  its  transmission  facili¬ 
ties  with  the  facilities  which  it  proposes 
to  construct  and  to  sell  and  deliver  nat¬ 
ural  gas  to  it,  all  as  more  fully  set  forth 
in  the  application.” 

The  Village  of  Tremont  is  seeking  a 
supply  of  gas  in  the  following  amounts: 


Peak 

Annual 

day 

1st 

year _ _ _ 

. . .  33,520 

270 

2d 

year -  - 

. .  53,350 

430 

3d 

year - 

_  71,110 

580 

The  Village  of  Tremont  proposes  to 
construct  and  operate  a  distribution  sys¬ 
tem  and  a  lateral  line  extending  from 
the  village  border  to  an  interconnection 
with  the  Panhandle  transmission  line 
approximately  4  miles  west  of  the 
village. 

The  total  estimated  cost  of  construct¬ 
ing  the  proposed  distribution  system  and 
supply  lateral  is  $275,000,  which  would 
be  financed  by  the  issuance  of  municipal 
natural  gas  revenue  bonds,  payable  from 
the  revenues  of  the  gas  system. 

In  Docket  No.  CP61-36,  Panhandle 
filed  an  application  on  August  8,  1960, 
pursuant  to  section  7  of  the  Natural  Gas 
Act,  for  a  certificate  of  public  conven¬ 
ience  and  necessity  requesting  authori¬ 
zation  for  the  sale  and  delivery  of  nat¬ 
ural  gas  to  The  B.F.  Goodrich  Company 
(Goodrich),  in  Allen  County,  Indiana, 
all  as  more  fully  set  forth  in  the 
application." 

Panhandle  proposes  to  transport  the 
gas  through  its  existing  facilities  to  its 
Edgerton  Compressor  Station  in  Allen 
County,  Indiana,  at  which  point  North¬ 
ern  Indiana  Fuel  and  Light  Company 
(Northern  Indiana),  a  local  distributor 
of  gas  in  Indiana,  will  interconnect. 
Northern  Indiana  will  transport  the  gas 
to  Goodrich  for  the  account  of  Pan¬ 
handle  and  will  be  paid  by  Panhandle 
at  the  rate  of  2  cents  per  Mcf  for  each 
Mcf  transported  and  delivered.  No  ad¬ 
ditional  facilities  will  be  constructed  by 
Panhandle. 

The  annual  requirements  of  the  Good¬ 
rich  plant  are  estimated  by  Goodrich  to 
be  580,000  Mcf  and  the  contract  volume 
which  Panhandle  is  obligated  to  deliver 
does  not  exceed  5,000  Mcf  per  day.  The 
service  will  be  interruptible  when  in  Pan¬ 
handle’s  judgment  firm  customer  re¬ 
quirements  so  warrant. 

It  is  anticipated  that  service  would 
commence  on  or  about  October  1,  1961, 
on  which  date  Goodrich  will  have  com¬ 
pleted  this  new  plant.  Panhandle  states 
that  it  has  sufficient  supplies  of  gas  to 
furnish  the  service  required  by  the  Good¬ 
rich  plant.  On  June  10,  1960,  the  Public 
Service  Commission  of  Indiana  entered 
an  order  granting  authorization  to  Pan¬ 
handle  for  the  service  to  Goodrich. 


**  On  October  14,  1960,  Panhandle  filed  an 
answer  In  opposition  to  the  application 
filed  by  the  Village  of  Tremont,  Including 
a  motion  to  consolidate  Docket  No.  CP61-8 
with  the  existing  application  filed  by  Pan¬ 
handle  In  Docket  No.  CP60-60. 

*  On  September  16,  1960,  Michigan  Con¬ 
solidated  filed  a  motion  to  consolidate  the 
applications  filed  by  Panhandle  In  Docket 
Nos.  CP60-40,  CP60-126  and  CP61-36  with 
the  remanded  proceedings  in  Docket  Nos. 
G-10396  and  G-11061  for  hearing  and 
decision. 


In  Docket  No.  CP61-54,  Citizens  Gas 
Company  (Citizens  Gas),  an  Illinois 
corporation  of  Tuscola,  Illinois,  filed  on 
August  22,  1960,  an  application  pursuant 
to  section  7(a)  of  the  Natural  Gas  Act 
for  an  order  directing  Panhandle  to  es¬ 
tablish  physical  connection  of  its  trans¬ 
portation  facilities  with  the  proposed 
facilities  of  Citizens  Gas  and  to  sell  and 
deliver  natural  gas  to  Citizens  for  distri¬ 
bution  and  resale  in  the  Village  of  Peso- 
turn,  Illinois,  and  surrounding  area,  all 
as  more  fully  set  forth  in  the  application. 

The  facilities  proposed  to  be  con¬ 
structed  by  Citizens  Gas  consist  of  a  3- 
inch  pipeline  extending  from  the  village 
border  for  2  Vt  miles  to  the  point  of  inter¬ 
section  with  the  Champaign  Lateral  on 
the  Panhandle  system,  together  with  the 
necessary  distribution  lines. 

The  estimated  natural  gas  require¬ 
ments  for  the  above  service  area  are  as 
follows: 


Year 

1  . 

2 

3 

4 

9 

Peak  day 

(Mcf) . 

157 

265 

324 

343 

351 

Annual 
(Mcf) . 

16,778 

27,392 

|  37,130 

37,206 

38.348 

Citizens  Gas  alleges  that  it  is  presently 
engaged  in  the  business  of  distributing 
natural  gas  at  retail  in  several  communi¬ 
ties  in  Illinois  and  that  it  has  contract 
arrangements  with  Panhandle  for  suf¬ 
ficient  quantities  of  natural  gas  to  serve 
the  market  in  the  Village  of  Pesotum 
without  any  increase  in  firm  contract 
quantities.  The  estimated  cost  of  the 
facilities  proposed  by  Citizens  Gas  is 
$89,544,  initially,  increasing  to  an  ulti¬ 
mate  cost  of  $109,000,  which  costs  will 
be  paid  from  available  company  funds. 

In  CP61-114,  Central  Illinois  Light 
Company  (Central  Illinois),  300  Liberty 
Street,  Peoria,  Illinois,  filed  an  applica¬ 
tion  on  October  11,  1960,  pursuant  to 
section  7(a)  of  the  Natural  Gas  Act,  for 
an  order  directing  Panhandle  to  establish 
physical  connection  of  its  transportation 
facilities  with  the  facilities  proposed  to 
be  constructed  by  Central  Illinois  and 
to  sell  and  deliver  to  Central  Illinois  its 
natural  gas  requirements  for  the  Village 
of  Williamsville,  Sangamon  County,  Il¬ 
linois  (Williamsville) ,  all  as  more  fully 
represented  in  the  application. 

The  application  states  that  Williams¬ 
ville  has  a  population  of  approximately 
750  and  is  situated  approximately  one 
quarter  mile  east  of  the  16-inch  gas 
transmission  line  of  Panhandle  known 
as  the  Peoria  Lateral.  There  are  no  ex¬ 
isting  natural  gas  facilities  in  Williams¬ 
ville  or  its  environs.  Central  Illinois  is 
an  operating  public  utility  furnishing 
electric,  gas  and  steam  heating  utility 
sendees  in  central  Illinois  and  all  the 
natural  gas  supplied  by  it  to  its  cus¬ 
tomers  is  purchased  from  Panhandle, 
being  delivered  through  the  16-inch 
Peoria  Lateral. 

Central  Illinois  proposes  to  construct 
and  operate  a  local  distribution  system 
for  service  to  Williamsville  *and  environs 
at  an  estimated  initial  installation  cost 
of  $141,200,  with  an  estimated  cost  at 
the  end  of  the  first  five  years  of  $157,600, 
which  will  be  financed  from  funds  avail¬ 
able  for  construction  purposes. 
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for  the  proposed  service  are  425  Mcf  and  (3)  It  is  necesary  and  appropriate  in  shall  be  as  follows: 

49  6  1  0  Mcf,  respectively,  for  the  first  the  public  interest  that  those  portions  (i)  The  record  in  the  co 
year  and  626  Mcf  and  70,489  Mcf,  re-  of  the  applications  in  Docket  Nos.  proceeding  shall  be  numberec 
spectively.  in  the  third  year  of  service.  G-2306,  G-2327  and  G-10396  regarding  tively  commencing  with  pag 
Central  Illinois  alleges  that  use  of  this  the  allocation  of  natural  gas,  the  appli-  one.  * 

natural  gas  will  afford  substantial  sav-  cation  for  abandonment  in  Docket  No.  (ii)  Other  than  the  evidenc 
mgs  and  convenience  to  the  public  in  G-11061,  “Phase  Two”  of  the  application  to  in  subparagraph  (viii)  1 
Williamsville  and  environs.  filed  in  Docket  No.  CP60-22,  and  the  ap-  testimony  shall  be  presented  o 

In  Docket  No.  CP61-115,  Central  Illi-  plications  in  Docket  Nos.  G-17180,  the  record  at  the  hearing  in  tl 
nois  filed  an  application  on  October  11,  CP60-40,  CP60-60,  CP60-126,  CP61-8,  dated  proceeding,  in  question  a 
I960,  pursuant  to  section  7(a)  of  the  CP61-36,  CP61-54,  CP61-114,  and  CP61-  form.  So-called  prepared 
Natural  Gas  Act,  for  an  order  directing  115  be  consolidated,  pursuant  to  §  1.20(b)  shall  be  received  as  evidence  i 
Panhandle  to  establish  physical  connec-  of  the  rules  of  practice  and  procedure  of  solidated  proceeding  when,  in  t 
tion  of  its  transportation  facilities  with  the  Commission,  for  the  purpose  of  hear-  of  the  Presiding  Examiner,  tl: 
the  facilities  proposed  to  be  constructed  ing  on  all  matters  at  issue  therein,  in-  sion  of  the  prepared  testimoi 
by  Central  Illinois,  and  to  sell  and  deliver  eluding  but  not  limited  to  a  comparative  ticular  witnesses  will  enable  tl 
to  Central  Illinois  its  natural  gas  require-  consideration  of  the  system  capacities,  to  be  terminated  with  more 
ments  for  the  Village  of  Sherman,  markets  and  supplies  of  each  party.  dispatch. 

Sangamon  County,  Illinois  (Sherman),  (4)  It  is  necessary  and  appropriate  in  (iii)  Direct  testimony  with 
all  as  more  fully  represented  in  the  the  public  interest  that  an  order  of  pro-  all  applications  shall  be  prese 
application.  cedure  be  prescribed  and  followed  so  to  the  commencement  of  s 

The  application  states  that  Sherman  that  the  consolidated  proceeding  required  examination, 
has  a  population  of  approximately  300  by  this  order  will  be  completed  with  (iv)  The  Village  of  Tremor 
and  is  situated  approximately  one-half  reasonable  dispatch.  forward  first  with  its  direct  e 

mile  west  of  the  16-inch  gas  transmission  The  Commission  orders:  to  all  matters  related  to  its  t 

line  of  Panhandle  known  as  the  Peoria  (A)  The  proceedings  in  Docket  Nos.  in  Docket  No.  CP61-8;  follow 

Lateral.  There  are  no  existing  natural  G-2306,  G-2327,  G-10396,  and  G-11061  Citizens  Gas  shall  present  its  i 
gas  facilities  in  Sherman  or  its  environs,  be  reopened  in  accordance  with  this  in  support  of  its  application 
Central  Illinois  is  an  operating  public  order.  No.  CP61-54;  following  whic 

utility  furnishing  electric,  gas  and  steam  (B)  The  orders  consolidating  Docket  Illinois  shall  present  its  dire 
heating  utility  services  in  central  Illinois  Nos.  G-2306,  G-2327,  G-10396,  and  support  of  its  applications 
and  all  of  the  natural  gas  supplied  by  it  CP60-22  (Phase  Two)  with  any  other  Nos.  CP61-114  and  CP61-115. 
to  its  customers  is  purchased  from  Pan-  docket  or  proceeding  be  modified  and  all  Following  which  Trunkline 
handle,  being  delivered  through  the  16-  such  other  dockets  or  proceedings  be  sent  Its  direct  case  in  supp 

Inch  Peoria  Lateral.  severed  from  the  instant  consolidated  application  in  Docket  No. 

Central  Illinois  proposes  to  construct  proceedings  and,  further,  the  issues  con-  (Phase  Two) . 

and  operate  a  local  distribution  system  ceming  allocation  of  natural  gas  re-  Following  which  Panhandle 
for  service  to  Sherman  and  environs  at  maining  in  Docket  Nos.  G-2306,  G-2327,  sent  its  direct  case  in  supp 

an  estimated  initial  installation  cost  of  and  G-10396  be  severed  from  any  and  applications  in  Docket  Nos. 

(94,000,  with  an  estimated  cost  at  the  end  all  other  issues  arising  in  the  applica-  CP60-40,  CP60-60,  CP60- 

of  the  first  five  years  of  $123,500,  which  tions  filed  therein  and,  further,  the  issues  CP61-36. 
will  be  financed  from  funds  available  concerning  “Phase  Two”  of  Docket  No.  Following  which  American 
for  construction  purposes.  CP60-22  be  severed  from  any  and  all  shall  present  its  direct  case 

It  is  estimated  in  the  application  that  other  issues  arising  in  connection  with  of  the  allocation  issues  ren 
the  peak  day  and  annual  requirements  the  application  filed  in  Docket  No.  connection  with  the  applica 
for  the  proposed  service  are  164  Mcf  and  CP60-22.  by  it  in  Docket  Nos.  G-2306  an 

18,127  Mcf,  respectively,  for  the  first  (C)  The  proceedings  upon  the  appli-  Following  which  Michigan 
year  and  358  Mcf  and  38,417  Mcf,  re-  cations  filed  in  Docket  Nos.  G-2306,  shall  present  its  direct  case  in 
spectively,  in  the  third  year  of  service.  G-2327,  G-10396,  G-11061,  G-17180,  its  application  in  Docket  Nc 
Central  Illinois  alleges  that  use  of  this  CP60-22  (Phase  Two),  CP60-40,  CP60-  and  in  support  of  the  alloca 
natural  gas  will  afford  substantial  sav-  60,  CP60-126,  CP61-8,  CP61-36,  CP61-  remaining  in  connection  with 
ings  and  convenience  to  the  public  in  54,  CP61-114,  and  CP61-115  be  consoli-  cation  filed  by  it  in  Docket  K 
Williamsville  and  environs.  dated  for  hearing  in  accordance  with  this  Following  which  any  party 

All  applications  referred  to  herein  are  order.  suant  to  paragraph  (F)  her< 

on  file  with  the  Commission  and  are  (D)  Pursuant  to  the  authority  con-  posal  or  offer  of  settlement  in 
open  for  public  inspection.  This  order  tained  in  and  subject  to  the  jurisdiction  consolidated  proceeding  whi 
shall  constitute  notice  of  the  filing  of  conferred  upon  the  Federal  Power  Com-  agreed  to  by  all  the  parties,  st 
such  applications.  mission  by  sections  7  and  15  of  the  its  direct  case  in  support  of  su< 

The  Commission  finds:  Natural  Gas  Act  and  Regulations  there-  0r  offer  of  settlement,  includii 

(1)  It  is  necessary  and  appropriate  in  under,  and  the  rules  of  practice  and  pro-  Vant  evidence  which  Any  o 

the  public  interest  to  reopen  the  pro-  cedure  of  the  Commission,  a  hearing  will  may  desire  to  offer.  In  the 
ceedings  in  Docket  Nos.  G-2306,  G-2327,  be  held  commencing  January  31,  1961  at  more  than  one  proposal  or  off( 
0-10396  and  G-11061.  10:00  a.m.,  e.s.t.,  in  a  hearing  room  of  ment  is  filed,  the  Presiding 

(2)  It  is  necessary  and  appropriate  in  the  Federal  Power  Commission,  441  G  shall  determine  the  order  ol 
the  public  interest  that  Docket  Nos.  Street  NW.,  Washington,  D.C.,  concern-  tion  of  direct  evidence  in  supp 
D— 2306,  G-2327,  G— 10396  and  CP60-22  ing  the  matters  involved  in  and  the  is—  proposals  or  offers  of  settlei 
(Phase  Two)  be  severed  from  all  other  sues  presented  in  such  applications,  in-  vided  however  That  if  a  r 
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rebuttal  evidence,  shall  be  determined 
by  the  Presiding  Examiner:  Provided, 
however,  That  presentation  of  evidence, 
if  any,  by  staff  shall  be  subsequent  to 
that  presented  by  all  parties. 

(vi)  Upon  the  conclusion  of  the  testi¬ 
mony  of  the  last  witness  on  direct,  the 
Presiding  Examiner  shall  recess  the 
hearing  until  such  date  as  he  determines 
will  permit  the  parties  and  staff  a  rea¬ 
sonable  time  within  which  to  prepare 
for  ?ross-examination. 

(vii)  Any  party  to  this  consolidated 
proceeding  desiring  to  offer  any  testi¬ 
mony  or  exhibit  previously  presented  in 
prior  or  other  Commission  proceedings 
for  admission  in  evidence  in  this  con¬ 
solidated  proceeding  by  reference  to  the 
prior  or  other  proceeding,  shall  have 
such  testimony  or  exhibit  physically  re¬ 
produced.  Fifteen  copies  of  such  repro¬ 
duced  testimony  or  exhibit  material 
shall  be  filed  with  the  Commission  on 
or  before  January  9,  1961,  and  service 
thereof  shall  be  made  upon  those  per¬ 
sons  named  in  the  list  issued  in  accord¬ 
ance  with  paragraph  (J)  hereof. 

(viii)  Only  testimony  or  exhibits  pre¬ 
viously  presented  in  prior  or  other  Com¬ 
mission  proceedings  which  are  physically 
reproduced,  filed  with  the  Commission 
and  served  in  accordance  with  subpara¬ 
graph  (vii)  hereof,  and  admitted  into 
evidence  by  the  Presiding  Examiner,  will 
be  considered  a  part  of  the  record  in  the 
consolidated  proceeding  required  by  this 
order. 

(F)  Proposals  or  plans  for  settlement 
of  the  consolidated  proceeding  required 
by  this  order,  by  any  person,  shall  be  filed 
with  the  Commission  on  or  before  Janu¬ 
ary  6,  1961,  and  service  thereof  shall  be 
made  upon  those  persons  named  in  the 
list  issued  in  accordance  with  paragraph 
(J)  hereof.  Written  response  must  be 
submitted  by  each  person  receiving  a 
copy  of  the  proposal  or  plan  for  settle¬ 
ment.  The  written  responses  shall  be 
filed  with  the  Commission  on  or  before 
January  16,  1961,  and  service  thereof 
shall  be  made  upon  those  persons  named 
in  the  list  issued  in  accordance  with 
paragraph  (J)  hereof.  Fifteen  copies  of 
such  proposals,  plans  and  responses  shall 
be  filed  with  the  Commission. 

Consideration  of  such  proposals  or 
plans  for  settlement  will  be  encompassed 
within  the  hearing  on  the  consolidated 
proceeding  required  by  this  order.  A  set¬ 
tlement  proposal  which  is  agreed  to  by 
all  the  parties  may  be  filed  in  accordance 
with  18  CFR  1.18  (1949). 

(G)  This  order  shall  constitute  notice 
of  the  following : 

In  Docket  No.  G-2306,  application  filed 
by  American  Louisiana,  the  issues  re¬ 
garding  the  allocation,  if  any,  of  the  re¬ 
maining  natural  gas. 

In  Docket  No.  G-2327,  application  filed 
by  Michigan  Wisconsin,  the  issues  re¬ 
gard  the  allocation,  if  any,  of  the  re¬ 
maining  natural  gas. 

In  Docket  No.  G-10396,  application 
filed  by  American  Louisiana,  the  issues 
regarding  the  allocation,  if  any,  of  the 
remaining  natural  gas. 

In  Docket  No.  G-11061,  the  application 
filed  by  Panhandle  on  September  10, 
1956. 


Application  of  Michigan  Wisconsin, 
Docket  No.  G-17180,  filed  December  4, 
1958. 

Application  of  Trunkline,  Docket  No. 
CP60-22  (Phase  Two) ,  filed  February  2, 
1960,  as  amended  on  April  29,  1960  and 
July  11, 1960. 

Application  of  Panhandle,  Docket  No, 
CP60-40,  filed  February  19,  1960,  as  sup¬ 
plemented  on  March  21, 1960. 

Application  of  Panhandle,  Docket  No. 
CP60-60,  filed  March  14,  1960,  as 

amended  on  May  24  and  supplemented 
on  August  19, 1960. 

Application  of  Panhandle,  Docket  No. 
CP60-126,  filed  June  20,  1960,  as  sup¬ 
plemented  on  June  24, 1960. 

Application  by  the  Village  of  Tremont, 
Illinois,  Docket  No.  CP61-8,  filed  July 
14,  1960,  as  supplemented  on  September 
13, 1960. 

Application  by  Panhandle,  Docket  No. 
CP61-36,  filed  August  8,  1960. 

Application  of  Citizens  Gas,  Docket 
No.  CP61-54,  filed  August  22, 1960. 

Application  of  Central  Illinois,  Docket 
No.  CP61-114,  filed  October  11,  1960. 

Application  of  Central  Illinois,  Docket 
No.  CP61-115,  filed  October  11,  1960. 

(H)  Any  person  heretofore  permitted 
to  intervene  in  the  several  and  separate 
or  consolidated  proceedings  in  Docket 
Nos.  G-2306,  G-2327,  G-10396,  G-11061, 
G-17180,  CP60-22,  CP60-40,  CP60-60, 
CP60-126,  CP61-8,  CP61-36,  CP61-54, 
CP61-114,  or  CP61-115  desiring  to  par¬ 
ticipate  in  the  consolidated  proceeding 
required  by  this  order  shall,  on  or  before 
December  21, 1960,  file  with  the  Commis¬ 
sion  a  notice  of  intention  to  participate. 
An  original  and  fourteen  conformed 
copies  of  such  notice  shall  be  filed  with 
the  Commission.  It  will  not  be  neces¬ 
sary  for  such  person  to  file  a  petition  for 
leave  to  intervene  in  the  consolidated 
proceeding. 

The  notice  shall  include  the  exact 
legal  name  of  the  person  and  its  prin¬ 
cipal  place  of  business,  the  name  and 
address  of  its  attorney  and  the  name, 
title  and  mailing  address  of  the  person 
or  persons  to  whom  communications 
concerning  the  consolidated  proceeding 
are  to  be  addressed. 

Any  such  person  who  does  not  file  such 
notice  shall  not  participate  in  the  con¬ 
solidated  proceeding  required  by  this 
order  except  upon  a  showing  of  extraor¬ 
dinary  reason. 

(I)  Further  protests  or  petitions  to 
intervene  may  be  filed  with  the  Federal 
Power  Commission,  Washington  25,  D.C., 
in  accordance  with  the  rules  of  practice 
and  procedure  (18  CFR  1.8  or  1.10)  on 
or  before  December  21,  1960. 

(J)  Subsequent  to  December  21,  1960, 
the  Secretary  of  the  Commission  shall 
issue  a  list  showing  those  persons  who 
have  filed  applications,  notices  of  inten¬ 
tion  to  participate  and  further  protests 
or  petitions  to  intervene  in  the  consoli¬ 
dated  proceeding  required  by  this  order. 

By  the  Commission. 

[seal]  Michael  J.  Farrell, 

Acting  Secretary. 

[FJR.  Doc.  60-11322;  Filed,  Dec.  6,  1960; 

8:66  am.] 
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HEADWATER  BENEFITS  INVESTIGA 
TION  IN  KANAWHA  RIVER  BASIN 

Order  Instituting  Investigation 

December  1,  i960. 

Pursuant  to  the  provisions  of  section 
10(f)  of  the  Federal  Power  Act,  we  are 
authorized  to  determine  and  assess  head¬ 
water  improvement  benefit  charges 
against  the  owner  of  any  water  power 
project  directly  benefited  by  upstream 
improvements  constructed  by  the  United 
States,  its  licensees  or  permittees.  The 
United  States  and  its  licensees  or  per¬ 
mittees  have  constructed  and  operated 
reservoir  storage  developments  on  the 
Kanawha  River  and  tributaries  in  Vir¬ 
ginia  or  West  Virginia  which  may  di¬ 
rectly  provide  power  benefits  to  down¬ 
stream  non-Federal  •  water  power 
developments. 

The  Commission  finds :  It  is  appropri¬ 
ate  and  in  the  public  interest  that  an 
investigation  be  instituted  by  the  Com¬ 
mission  as  hereinafter  provided. 

The  Commission  orders:  An  investiga¬ 
tion  is  hereby  instituted  pursuant  to  the 
provisions  of  the  Federal  Power  Act,  par¬ 
ticularly  section  10(f)  thereof,  for  the 
purpose  of  enabling  the  Commission  to 
determine  whether  any  of  the  non-Fed¬ 
eral  water  power  projects  located  down¬ 
stream  from  improvements  constructed 
by  the  United  States,  its  licensees,  or 
permittees  on  the  Kanawha  River  and 
tributaries,  are  directly  benefited  by  the 
construction  and  operation  of  such  up¬ 
stream  improvements  of  the  United 
States,  its  licensees  or  permittees  and,  if 
it  so  finds,  to  determine  the  equitable 
proportion  of  the  annual  charges  to  be 
paid  by  the  owner  of  any  downstream 
non-Federal  water  _  power  project  so 
benefited  for  interest,  maintenance  and 
depreciation  on  such  upstream  improve¬ 
ments  constructed  by  the  United  States, 
its  licensees  or  permittees. 

By  the  Commission. 

Michael  J.  Farrell, 
Acting  Secretary. 

[F.R.  Doc.  60-11323;  Filed,  Dec.  5,  I960; 

8:66  ajn.] 


[Docket  No.  RP61-14] 

HOPE  NATURAL  GAS  CO. 

Order  Providing  for  Hearing  and 
Suspending  Proposed  Revised 
Tariff 

November  30,  1960. 

Hope  Natural  Gas  Company  (Hope), 
on  October  31,  1960,  tendered  for  filing 
its  FPC  Gas  Tariff,  First  Revised  Volume 
No.  1,  proposing  an  annual  increase  in 
its  rates  and  charges  of  approximately 
$3,551,923,  or  5.8  percent,  based  on  sales 
for  the  year  ended  August  31,  1960,  as 
adjusted.  Likewise,  the  company  pro¬ 
poses  a  revision  in  its  rate  structure,  and 
requests  an  effective  date  of  December  1, 
1960. 

The  proposed  increased  rates  and 
charges  would  be  in  addition  to  the  pro¬ 
posed  increased  rates  and  charges  pres¬ 
ently  in  effect  subject  to  refund  in 
Docket  No.  G-17220.  In  support  of  the 
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increased  rates  and  charges  Hope  as-  practice  and  procedure  (18  CFR  1.8  and 
jerts  that  they  are  made  necesary  be-  1.37  (1)  on  or  before  January  16,  1961. 
cause  of  (1)  an  increase  in  purchased  By  the  commission. 
eas  costs  to  reflect  the  increased  rates 

and  charges  of  Tennessee  Gas  Transmis-  »  Michael  J .  Farrell, 

sion  Company  (TGT) ,  one  of  its  main  Acting  Secretary. 

suppliers,  which  became  effective  subject  [f.r.  doc.  80-11324;  Filed,  Dec.  5.  i960; 
to  refund  on  April  5,  1960  in  Docket  No.  8:57  a.m.] 

0-19983;  (2)  increased  rates  of  local  _ 

producers;  (3)  claimed  loss  of  substan-  et  No  CP61_,1S, 

tiai  sales  volumes;  (4)  a  claimed  need  for 

a  rate  of  return  of  6%  percent  on  proper-  UNITED  GAS  PIPE  LINE  CO. 

ties  other  than  wellhead  and  rate  of  .  ......  .  ^  .  . 

return  of  10  percent  on  wellhead  prop-  Notice  of  Application  and  Date  of 
erties  (exclusive  of  Louisiana  proper-  Hearing 

ties) ;  and  (5)  increases  in  operating  ex-  November  30  1960 

oenses  including  increased  wages  and  1L  t  TT  u  .  „ 

'Tjj  g  Take  notice  that  United  Gas  Pipe  Line 

ThP  basic  chance  in  Hone’s  rate  struc-  Company  (Applicant) ,  a  Delaware  cor- 

ic  Poration  with  a  principal  office  (1525 

ture  is  the  substitution  of  demand  and  T 

commodity  rates  for  straight  volumetric  fieldAy^e.)inShre^pot.  ou  sa  a, 
itts.  The  contract-demand  ratesehed-  ^ 

lies  contain  minimum  take-or-pay-for  ,1A3„°?,??t'ibf.h»' Sf^ 

P  P  permission  and  approval  to  abandon  and 

Xce  the  proposed  increased  rates  and  remove  natural  gas  faciUties  subJect  t0 
A? 53r 2225 the  jurisdiction  of  the  Commission,  all 

Ch?rpfiinH  rbp qIpH tiff  oUh  as  more  fully  described  in  the  applica- 

ahdrapfU^tSPpvtintr«r'p  h^QPH  imnn  tion  on  file  with  the  Commission,  and 
charges  to  t-ri&t  extent  arc  based  upon  _n_„  n,iuiiA  mcnanfmn 

contingent  costs.  Additionally,  Hope  opeAnjj p  rpmnval 
j".  Applicant  proposes  the .  removal  and 

mmtsof  its  proposed  increased  rates  and  abandonment  of  a  sales  meter  station 

and  appurtenant  facilities  formerly  used 

h«?  SSfw?  flfifv  t0  deliver  natural  gas  to  Gulf  Oil  Cor- 
m  rate  structure  has  not  been  fully  pQ^ion  from  Applicant’s  Sour  Lake 

sn^n>  .  .  .  ,  .  lateral  pipeline  in  Hardin  County,  Texas. 

The  proposed  increased  rates  and  The  appiicati0n  recites  that  Appli- 
charges  provided  for  in  the  above  desig-  cant,s  contract  with  Gulf  Oil  Corpora- 
Mted  revised  tariff  tendered  by  Hope  on  tion  C0Vering  the  delivery  of  natural  gas 
October  31,  I960,  may  be  unjust,  unrea-  for  use  jn  a  treater  heater  near  Sour 
wnable  unduly  discriminatory  or  pref-  Lake>  Texas,  has  terminated,  and  the 
erential,  or  otherwise  unlawful.  deliveries  of  natural  gas  to  such  customer 

The  Commission  finds:  It  is  necessary  ceased  on  April  1,  1960,  according  to  the 
and  proper  in  the  public  interest,  and  to  application. 

aid  in  the  enforcement  of  the  provisions  The  application  recites  that  the  orig- 
of  the  Natural  Gas  Act,  that  the  Com-  inal  cost  of  the  subject  facilities  serving 
mission  enter  upon  a  hearing  concerning  Gulf  Oil  Corporation  was  $372.80. 
the  lawfulness  of  the  proposed  changes  This  matter  is  one  that  should  be  dis- 
in  rates,  charges,  classifications  or  serv-  posed  of  as  promptly  as  possible  under 
ices,  and  that  the  above  designated  re-  the  applicable  rules  and  regulations  and 
vised  gas  tariff  be  suspended  and  the  use  to  that  end: 

thereof  be  deferred  •  as  hereinafter  Take  further  notice  that,  pursuant  to 
ordered.  the  authority  contained  in  and  subject 

The  Commission  orders:  to  the  jurisdiction  conferred  upon  the 

(A)  Pursuant  to  the  authority  of  the  Federal  Power  Commission  by  sections  7 
Natural  Gas  Act,  particularly  §§  4  and  and  15  of  the  Natural  Gas  Act,  and  the 
15  thereof,  the  Commission’s  rules  of  Commission’s  rules  of  practice  and  pro¬ 
practice  and  procedure  and  regulations  cedure,  a  hearing  will  be  held  on  January 
under  the  Natural  Gas  Act  (18  CFR  Ch.  12,  1961,  at  9:30  a.m.,  e.s.t.,  in  a  Hearing 
I),  a  public  hearing  be  held  on  a  date  to  Room  of  the  Federal  Power  Commission, 
be  designated  by  notice  from  the  Secre-  *41  ®  Street  NW.,  Washington,  D.C., 
tary  of  the  Commission,  concerning  the  concerning  the  matters  involved  in  and 

lawfulness  of  the  rates,  charges,  class!-  £e  Presented  by  such  application; 

„ _ .  ’  _ .  ’  .  .  Provided,  however,  That  the  Commission 

f  !  contained  in  mayi  after  a  non-contested  hearing,  dis- 

aS  proposed  be  pose  of  the  proceedings  pursuant  to  the 
evised  hy  the  above  designated  First  Re-  provisions  of  §  1.30(c)  (1)  or  (2)  of  the 
vised  Volume  No.  1.  Commission’s  rules  of  practice  and  pro- 

(B)  Pending  such  hearing  and  de-  cedure.  Under  the  procedure  herein 
cision  thereon,  Hope’s  proposed  FPC  Gas  provided  for,  unless  otherwise  advised,  it 
Tariff,  First  Revised  Volume  No.  1  is  will  be  unnecessary  for  Applicant  to  ap- 
hereby  suspended  and  the  use  thereof  de-  pear  or  be  represented  at  the  hearing, 
lerred  until  May  1,  1961,  and  until  such  Protests  or  petitions  to  intervene  may 
further  time  as  it  may  be  made  effective  filed  with  the  Federal  Power  Commis- 

‘““l—  * ** Natural 

xt  .  .  .  ..  ^  (18  CFR  1.8  or  1.10)  on  or  before  January 

C)  Notices  of  intervention  of  peti-  3t  iggi.  Failure  of  any  party  to  appear 
uons  to  intervene  may  be  filed  with  the  at  and  participate  in  the  hearing  shall  be 
Federal  Power  Commission,  Washington  construed  as  waiver  of  and  concurrence 
25,  D.C.,  in  accordance  with  the  rules  of  in  omission  herein  of  the  intermediate 


decision  procedure  in  cases  where  a  re¬ 
quest  therefore  is  made. 

Michael  J.  Farrell, 
Acting  Secretary. 

[F.R.  Doc.  60-11325;  Filed,  Dec.  5,  1960; 
8:57  ajn.] 


BROAD  STREET  INVESTING  CORP 


Notice  of  Filing  of  Application  for 
Order  Exempting  Sale  by  Open-End 
Company  of  Its  Shares  at  Other 
Than  the  Public  Offering  Price  in 
Exchange  for  Assets  of  Private  In¬ 
vestment  Company 

November  29,  1960. 
Notice  is  hereby  given  that  Broad 
Street  Investing  Corporation  (“Broad 
Street’’),  a  registered  open-end  invest¬ 
ment  company,  has  filed  an  application 
pursuant  to  section  6(c)  of  the  Invest¬ 
ment  Company  Act  of  1940  (“Act”)  for 
an  order  of  the  Commission  exempting 
from  the  provisions  of  section  22(d)  of 
the  Act  the  proposed  issuance  of  its 
shares  at  net  asset  value  for  substantially 
all  of  the  cash  and  securities  of  Hudson 
Investment  Corporation  (“Hudson”). 

Shares  of  Broad  Street,  a  Maryland 
corporation,  are  offered  to  the  public  on 
a  continuous  basis  at  net  asset  value 
plus  varying  sales  charges  dependent  on 
the  amount  purchased.  As  of  Septem¬ 
ber  26,  1960,  the  net  assets  of  Broad 
Street  amounted  to  $190,558,865. 

Hudson,  a  New  Jersey  corporation,  is 
a  personal  holding  company  with  seven 
stockholders  (of  which  two  hold  only 
directors’  qualifying  shares)  which  en¬ 
gages  in  the  business  of  Investing  and  re¬ 
investing  its  funds.  Hudson  is  exempt 
from  registration  under  the  Act  by 
reason  of  the  provisions  of  section 
3(c)  (1)  thereof.  Pursuant  to  an  agree¬ 
ment  between  Broad  Street  and  Hudson, 
substantially  all  of  the  cash  and  securi¬ 
ties  of  Hudson,  with  a  total  value  of  $2,- 
606,727  as  of  September  26,  1960,  will  be 
transferred  to  Broad  Street  in  exchange 
for  shares  of  stock  of  Broad  Street.  The 
shares  acquired  by  Hudson  are  to  be 
distributed  immediately  to  its  share¬ 
holders,  who  intend  to  take  such  shares 
for  investment  with  no  present  inten¬ 
tion  of  distribution  or  redemption.  The 
number  of  shares  of  Broad  Street  to  be 
delivered  to  Hudson  will  be  determined 
by  dividing  the  net  asset  value  per  share 
of  Broad  Street  in  effect  at  the  closing 
time  into  the  value  of  the  Hudson  assets 
to  be  exchanged  (with  certain  adjust¬ 
ments  as  set  forth  below).  The  valu¬ 
ation  time  is  fixed  in  the  agreement  as 
3:30  p.m.  on  January  3,1961. 

Since  the  exchange  will  be  tax  free  for 
Hudson  and  its  shareholders,  Broad 
Street’s  cost  basis  for  tax  purposes  on  the 
assets  acquired  from  Hudson  will  be  the 
same  as  for  Hudson,  rather  than  the 
price  actually  paid  by  Broad  Street  for 
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the  assets.  Of  the  assets  to  be  acquired 
from  Hudson,  Broad  Street  intends  to  re¬ 
tain  in  its  portfolio,  subject  to  changes 
in  investment  conditions  and  considera¬ 
tions,  securities  having  a  value  as  of  Sep¬ 
tember  26,  1960,  of  $222,188,  including 
unrealized  appreciation  of  $76,038. 
Broad  Street  also  will  acquire  from  Hud¬ 
son  for  retention  in  its  portfolio  com¬ 
mon  stocks  duplicating  holdings  in  Broad 
Street’s  portfolio  which  Hudson  intends 
to  acquire  prior  to  the  exchange  by  in¬ 
vesting  its  cash  and  the  proceeds  from 
the  sale  of  its  holdings  of  government 
securities.  The  aggregate  value  of  such 
government  securities  and  cash  as  of 
September  26,  1960,  was  $1,225,000. 
Other  securities  to  be  acquired  from  Hud¬ 
son  will  be  sold  by  Broad  Street  after  ac¬ 
quisition.  As  of  September  26,  1960,  the 
market  value  of  these  securities  was  $1,- 
159,539  and  the  unrealized  capital  gain 
thereon  was  $438,444.  As  of  September 
26,  1960,  Broad  Street  had  unrealized 
appreciation  of  $43,166,055  and  undis¬ 
tributed  realized  gains  of  $2,965,000,  of 
which  $571,518  and  $39,257,  respectively, 
would  have  become  applicable  to  the 
shares  of  Broad  Street  issued  to  Hudson 
if  the  proposed  acquisition  of  Hudson’s 
assets  had  occurred  on  this  date. 

Because  Broad  Street  will  acquire  se¬ 
curities  from  Hudson  at  a  tax-cost  basis 
less  than  the  price  actually  paid  therefor, 
their  sale  after  acquisition  will  result  in 
artificial  capital  gains  and  consequent 
tax  liability  thereon  to  the  present 
shareholders  of  Broad  Street.  As  an  off¬ 
set  to  this  unfavorable  tax  consequence, 
the  acquisition  of  the  Hudson  assets  will 
result  in  a  potential  tax  benefit  to  the 
present  shareholders  of  Broad  Street  by 
reason  of  a  reduction  in  the  net  unreal¬ 
ized  appreciation  applicable  to  their 
shares.  An  adjustment,  which  takes  into 
account  the  tax  consequences  of  the  ex¬ 
change.  is  to  be  made  in  the  value  of  the 
Hudson  assets  in  accordance  with  the 
following  formula: 

( 1 )  In  respect  of  the  securities  of  Hud¬ 

son  that  Broad  Street  presently  intends 
to  sell  and  the  resulting  artificial  capital 
gain  thereon,  there  shall  be  determined 
the  difference  between  net  unrealized 
taxable  capital  gain  on  said  securities 
and  the  portion  of  the  realized  but  un¬ 
distributed  taxable  long-term  capital 
gain  of  Broad  Street  allocable  to  the  ag¬ 
gregate  shares  of  Broad  Street  to  be  is¬ 
sued  to  Hudson.  (Such  difference,  as  of 
September  26,  1960,  amounted  to 

$399,187.) 

(2)  In  respect  of  the  securities  of  Hud¬ 
son  that  Broad  Street  presently  intends 
to  hold  following  acquisition,  there  shall 
be  determined  the  difference  between  net 
unrealized  taxable  capital  gain  on  said 
securities  and  the  portion  of  Broad 
Street’s  unrealized  appreciation  appli¬ 
cable  to  the  aggregate  shares  of  Broad 
Street  to  be  issued  to  Hudson  determined 
on  a  pro  forma  basis  giving  effect  to  the 
acquisition  of  the  assets  of  Hudson. 
(Such  difference  as  of  September  26, 
1960,  amounted  to  a  negative  amount  of 
$496,487.) 

(3)  The  amount  computed  under  (1) 
shall  be  increased  by  the  amount,  if  pos¬ 


itive,  or  decreased  by  50  percent  of  the 
amount,  if  negative  computed  under  (2), 
and  12^  percent  of  the  resulting  amount 
($150,943  as  of  September  26,  1960), 
which  is  the  adjustment  for  excess  un¬ 
realized  appreciation  of  Hudson  shall  be 
applied  to  reduce  the  value  of  the  assets 
of  Hudson  to  be  acquired.  If  the  valua¬ 
tion  under  the  agreement  had  taken 
place  on  September  26,  1960  the  adjust¬ 
ment  to  the  market  value  of  the  assets 
of  Hudson  to  be  acquired  would  have 
amounted  to  $18,868. 

The  application,  in  the  foregoing 
formula,  of  a  50  percent  factor  to  the  re¬ 
duction  in  unrealized  appreciation  re¬ 
sulting  from  the  acquisition  of  the  Hud¬ 
son  assets,  is  intended  to  recognize  that 
this  will  be  of  full  benefit  to  the  present 
shareholders  of  Broad  Street  only  in  the 
indefinite  future  at  such  time,  if  any,  as 
all  the  present  unrealized  appreciation 
in  Broad  Street’s  portfolio  is  realized, 
whereas  an  immediate  tax  liability  will 
result  from  the  realization  of  artificial 
capital  gains  upon  the  sale  after  acquisi¬ 
tion  of  certain  securities  acquired  from 
Hudson.  The  rate  of  12  V2  percent  ap¬ 
plied  to  the  excess  unrealized  apprecia¬ 
tion  of  Hudson  is  used  as  an  estimated 
measure  of  the  average  tax  rate  payable 
on  capital  gains  by  Broad  Street  share¬ 
holders. 

Applicant  points  out  that  the  proposed 
acquisition  is  in  the  best  interests  of  its 
shareholders  because  of  the  resulting  in¬ 
crease  in  its  assets  will  tend  to  reduce 
per  share  expenses,  since  it  is  furnished 
investment  research  and  administrative 
facilities  and  services  at  cost. 

The  application  recites  that  the  terms 
of  the  entire  transaction  were  arrived  at 
through  arm’s-length  bargaining  be¬ 
tween  Broad  Street  and  Hudson.  The 
application  further  states  that  there  is 
no  affiliation  or  relationship  of  any  kind 
between  the  officers  and  directors  of 
Broad  Street  and  the  officers,  directors, 
and  stockholders  of  Hudson. 

Section  22(d)  of  the  Act  provides,  in 
pertinent  part,  that  no  registered  in¬ 
vestment  company  shall  sell  any  re¬ 
deemable  security  issued  by  it  to  any 
person  except  at  a  current  offering  price 
described  in  the  prospectus,  with  certain 
exceptions  not  applicable  here.  Under 
the  terms  of  the  Agreement,  however, 
the  shares  of  Broad  Street  are  to  be 
issued  to  Hudson  at  a  price  other  than 
the  public  offering  price  stated  in  the 
prospectus,  which  lists  a  sales  charge 
of  2.22  percent  for  sales  of  $250,000  or 
over. 

Section  6(c)  of  the  Act  authorizes  the 
Commission  by  order  upon  application 
to  exempt,  conditionally  or  uncondition¬ 
ally,  any  transaction  from  any  provision 
of  the  Act  or  of  any  rule  or  regulation 
thereunder,  if  and  to  the  extent  that  the 
Commission  finds  that  such  exemption 
is  necessary  or  appropriate  in  the  public 
interest  and  consistent  with  the  protec¬ 
tion  of  investors  and  the  purposes  fairly 
intended  by  the  policy  and  provisions  of 
the  Act. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  Decem¬ 
ber  15,  1960  at  5:30  p.m.,  submit  to  the 


Commission  in  writing  a  request  for  a 
hearing  on  the  matter  accompanied  by 
a  statement  as  to  the  nature  of  his  in¬ 
terest,  the  reason  for  such  request  and 
the  issues  of  fact  or  law  proposed  to  be 
controverted,  or  he  may  request  that  he 
be  notified  if  the  Commission  should 
order  a  hearing  thereon.  Any  such  com¬ 
munication  should  be  addressed:  Secre¬ 
tary,  Securities  and  Exchange  Commis¬ 
sion,  Washington  25,  D.C.  At  any  time 
after  said  date,  as  provided  by  Rule  0-5 
of  the  rules  and  regulations  promulgated 
under  the  Act,  an  order  disposing  of  the 
application  herein  may  be  issued  by  the 
Commission  upon  the  basis  of  the  show¬ 
ing  contained  in  said  application,  unless 
an  order  for  hearing  upon  said  applica¬ 
tion  shall  be  issued  upon  request  or  upon 
the  Commission’s  own  motion. 

By  the  Commission. 

[seal]  Nellve  A.  Thorsen, 
Assistant  Secretary. 

(F.R.  Doc.  60-11291;  Filed,  Dec.  5,  I960; 

8:52  a.m.) 


DEPARTMENT  OF  COMMERCE 

Office  of  the  Secretary 

Arthur  w.  McKinney 

Statement  of  Changes  in  Financial 
Interests 

In  accordance  with  the  requirements 
of  section  710(b)  (6)  of  the  Defense  Pro¬ 
duction  Act  of  1950,  as  amended,  and 
Executive  Order  10647  of  November  28, 
1955,  the  following  changes  have  taken 
place  in  my  financial  interests  as  re¬ 
ported  in  the  Federal  Register  during 
the  last  six  months. 

A.  Deletions:  No  change. 

B.  Additions:  No  change. 

This  statement  is  made  as  of  Novem¬ 
ber  8,  1960. 

Arthur  W.  McKinney. 

November  21,  1960. 

[F.R.  Doc.  60-11297;  Filed,  Dec.  5,  I960; 
8:53  a.m.] 


ROBERT  GEOFFREY  PETERSEN 

Statement  of  Changes  in  Financial 
Interests 

In  accordance  with  the  requirements 
of  section  710(b)  (6)  of  the  Defense  Pro¬ 
duction  Act  of  1950,  as  amended,  and 
Executive  Order  10647  of  November  28, 
1955,  the  following  changes  have  taken 
place  in  my  financial  interests  as  re¬ 
ported  in  the  Federal  Register  during 
the  last  six  months. 

A.  Deletions:  None. 

B.  Additions:  None. 

This  statement  is  made  as  of  Novem¬ 
ber  22,  1960. 

R.  G.  Petersen. 

November  22,  1960. 

[F.R.  Doc.  60-11298;  Piled,  Dec.  5,  I960; 
8:53  a.m.] 
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WILLIAM  E.  VAUGHN 

Statement  of  Changes  in  Financial 
Interests 

In  accordance  with  the  requirements 
of  section  710(b)(6)  of  the  Defense  Pro¬ 
duction  Act  of  1950,  as  amended,  and 
Executive  Order  10647  of  November  28, 
1955,  the  following  changes  have  taken 
place  in  my  financial  interests  as  re¬ 
ported  in  the  Federal  Register  during 
the  last  six  months. 

A.  Deletions:  No  change. 

B.  Additions:  No  change. 

This  statement  is  made  as  of  Novem¬ 
ber  18,  1960. 

William  E.  Vaughn. 

November  18,  1960. 

IPR  Doc.  60-11299;  Piled,  Dec.  5,  1960; 
8:53  a.m.| 


INTERSTATE  COMMERCE 
COMMISSION 

I  Notice  418| 

MOTOR  CARRIER  TRANSFER 
PROCEEDINGS 

December  1,  1960. 

Synopses  of  orders  entered  pursuant  to 
section  212(b)  of  the  Interstate  Com¬ 
merce  Act,  and  rules  and  regulations 
prescribed  thereunder  (49  CFR  Part 
179),  appear  below; 

As  provided  in  the  Commission’s  spe¬ 
cial  rules  of  practice  any  interested  per¬ 
son  may  file  a  petition  seeking 
reconsideration  of  the  following  num¬ 
bered  proceedings  within  20  days  from 
the  date  of  publication  of  this  notice. 
Pursuant  to  section  17(8)  of  the  Inter¬ 
state  Commerce  Act,  the  filing  of  such 
a  petition  will  postpone  the  effective 
date  of  the  order  in  that  proceeding 
pending  its  disposition.  The  matters 
relied  upon  by  petitioners  must  be 
specified  in  their  petitions  with  par¬ 
ticularity.  * 

No.  MC-FC  63616.  By  order  of 
November  29,  1960,  the  Transfer  Board 
approved  the  transfer  to  Soonan  Trans¬ 
port  Corp.,  Rochester,  N.Y.,  of  Certificate 
No.  MC  116548,  issued  January  20,  1959, 
to  Monroe  Mercantile  Carriers,  Inc., 
Rochester,  N.Y.,  authorizing  the  trans¬ 
portation  of  fresh  meat,  in  vehicles 
equipped  with  mechanical  refrigeration, 
from  Rochester,  N.Y.,  to  New  York,  N.Y., 
points  on  Long  Island,  N.Y.,  and  Phila¬ 
delphia,  Pa.  Raymond  A.  Richards,  35 


Curtice  Park,  Webster,  N.Y.,  for  appli- 
Cftllts 

No.  MC-FC  63619.  By  order  of 
November  28,  1960,  the  Transfer  Board 
approved  the  transfer  to  Melvin  Parks, 
doing  business  as  Mel’s  Trucking  Serv¬ 
ice,  Pocatello,  Idaho,  of  certificates  in 
Nos.  MC  112558  Sub  1,  MC  112558  Sub  2, 
and  MC  112558  Sub  4,  issued  February 
9,  1953,  August  6,  1952,  and  March  14, 
1958,  respectively,  to  Clinton  A.  Gunder- 
sen,  doing  business  as  Gundersen  Truck¬ 
ing  Company,  Mackay,  Idaho,  which 
authorize  the  transportation  of:  ore, 
over  irregular  routes,  from  mines  in  Cus¬ 
ter  and  Lemhi  Counties,  Idaho,  to  the 
railheads  at  Darby  and  Armstead,  Mont., 
and  Mackay,  Idaho,  and  to  smelters  in 
Salt  Lake  City,  Magna,  Garfield,  Murray, 
Midvale,  Tooele,  and  International, 
Utah;  general  commodities,  except 
household  goods,  and  commodities  in 
bulk,  from  Mackay,  Idaho,  to  specified 
points  in  Idaho.  Kenneth  G.  Bell,  203 
McCarty  Building,  Boise,  Idaho,  Attor¬ 
ney  for  applicants. 

No.  MC-FC  63727.  By  order  of 
November  28,  1960,  the  Transfer  Board 
approved  the  transfer  to  Wayne  Bar¬ 
nett,  doing  business  as  Moran  Truck 
Line,  Moran,  Kansas,  of  Certificates  in 
No.  MC  1946  and  MC  1946  Sub  1,  issued 
August  19,  1959,  and  May  26,  1960, 
respectively,  to  Glen  Franklin  Thomas, 
doing  business  as  Glen  Thomas,  Route  2, 
Humboldt,  Kansas,  which  authorize  the 
transportation  of  farm  machinery,  feed, 
hardware,  and  building  materials,  from 
Kansas  City,  Mo.,  and  Kansas  City, 
Kans.,  to  Humboldt,  Kans.,  and  points 
within  10  miles  thereof  other  than  Iola, 
and  Chanute,  Kans. ;  livestock,  and  steel, 
between  Humboldt,  Kans.,  and  points 
within  10  miles  thereof,  on  the  one  hand, 
and,  on  the  other,  Kansas  City,  Kans., 
and  Kansas  City,  Mo.,  and  feed,  in  bulk 
or  in  bags,  from  St.  Joseph,  Mo  ,  to  Hum¬ 
boldt,  Kans. 

No.  MC-FC  63740.  By  order  of 
November  28,  1960,  the  Transfer  Board 
approved  the  transfer  to  Clyde  Bacon, 
Newark,  N.J.,  of  Certificate  in  No.  MC 
115376,  issued  December  12,  1955,  to 
A.  &  W.  Motor  Freight  Company,  Inc., 
Philadelphia,  Pa.,  which  authorizes  the 
transportation  of  food  products,  over 
irregular  routes,  between  Philadelphia, 
Pa.,  and  Wilmington,  Del.  Morris  J. 
Winokur,  Winokur  &  Kahn,  Two  Penn 
Center  Plaza,  Pennsylvania  Boulevard  at 
15th  Street,  Philadelphia  2,  Pa.,  for  appli- 

cants. 

No.  MC-FC  63748.  By  order  of  No¬ 
vember  29,  1960,  the  Transfer  Board 
approved  the  transfer  to  W.  M.  Lassiter 


and  C.  C.  Lassiter,  a  partnership,  doing 
business  as  City  Transfer  and  Storage 
Company,  High  Point,  N.C.,  of  Certifi¬ 
cates  Nos.  MC  29914  and  MC  29914  Sub 
2,  issued  February  14,  1941,  and  June  4, 
1948,  respectively,  to  Casper  A.  Warner, 
doing  business  as  Warner’s  Transfer, 
High  Point,  N.C.,  authorizing  the  trans¬ 
portation  of  meats,  over  regular  routes,, 
from  Greensboro,  N.C.,  to  Albemarle, 
N.C.;  household  goods,  as  defined  by  the 
Commission,  over  irregular  routes,  be¬ 
tween  points  in  North  Carolina,  on  the 
one  hand,  and,  on  the  other,  points  in 
South  Carolina  and  Virginia;  and  be¬ 
tween  points  in  Virginia,  on  the  one 
hand,  and  on  the  other,  points  in  South 
Carolina;  new  furniture,  between  Lex¬ 
ington,  N.C.,  on  the  one  hand,  and,  on 
the  other,  Martinsville,  Bassets,  and 
Galax,  Va.,  from  Lexington,  N.C.,  to 
points  in  South  Carolina;  panels  and 
plywood,  between  Lexington,  N.C.,  on  the 
one  hand,  and,  on  the  other,  Martinsville, 
Bassets,  and  Galax,  Va.;  and  household 
goods  as  defined  by  the  Commission, 
over  irregular  routes,  between  High 
Point,  N.C.,  and  points  within  10  miles 
thereof,  on  the  one  hand,  and,  on  the 
other,  points  in  Florida,  Georgia,  Mary¬ 
land,  New  Jersey,  New  York,  Ohio, 
Pennsylvania,  Tennessee,  West  Virginia 
and  the  District  of  Columbia,  traversing 
Delaware,  Kentucky,  South  Carolina  and 
Virginia  for  operating  convenience  only. 
Robert  M.  Martin,  307  North  Carolina 
National  Bank  Building,  High  Point, 
N.C.,  for  applicants. 

No.  MC-FC  63770.  By  order  of  No¬ 
vember  29, 1960,  The  Transfer  Board  ap¬ 
proved  the  transfer  to  Hayes  Moving  & 
Storage,  Inc.,  Clarksville,  Term.,  of  a 
portion  of  Certificate  No.  MC  10173  is¬ 
sued  Jhne  17,  1960,  to  Marvin  Hayes 
Lines,  Inc.,  Clarksville,  Tenn.,  authoriz¬ 
ing  the  transportation  of  household 
goods  as  defined  by  the  Commission, 
over  regular  routes,  between  Clarksville, 
Tenn.,  and  Nashville,  Tenn.;  between 
Clarksville,  Tenn.,  and  Cumberland  Fur¬ 
nace,  Erin,  and  Dover,  Tenn.,  and  be¬ 
tween  Springfield,  Tenn.,  and  Dover, 
Tenn.;  and  household  goods,  over  irreg¬ 
ular  routes,  between  Clarksville,  Tenn., 
on  the  one  hand,  and,  on  the  other, 
points  in  Alabama,  Arkansas,  Illinois, 
Indiana,  Kentucky,  Louisiana,  Missis¬ 
sippi,  Missouri,  and  Tennessee.  Robert 
H.  Cowan,  434  Stahlman  Building, 
Nashville  3,  Tenn ,  for  applicants. 

1  seal  1  Harold  D.  McCoy, 

Secretary. 

|  PR.  Doc.  60-11295;  Piled,  Dec.  5,  1960; 

8:53  a.m.) 
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